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A Security Breakdown 


By George Lardner Jr. 

Washington, Post Staff Weiter 

The CIA has a reputation for making the strictest se- 

curity checks in the U.S. intelligence community, but its 

investigation of Max Hugel appears to have been a hur- 

ry-up, seven-day job that failed. to sound even a mild 
alarm about his complex business career. a 

Hugel, who held one of the CIA’s most sensitive posts, 
wasn’t particularly helpful himself. His dealings with two 
vali Street brokers in the early 1970s involyed what 
Huzel described as attempted “blackmail,” but he said he 
saw no need to report this or other details of the acrimo- 
nious relationship when he joined the agency earlier this 
year. . : 

The CIA’s investigation posed a sharp contrast to the 
measured pace outlined in an official description of the 
agency’s standard procedure. 

Reaction from members of: the Senate Intelligence 
Committee late yesterday indicated that the Hugel mat-. 
ter could cause problems for the Reagan administration 
on Capitol Hill. ; A ited Bah ; 
As deputy director for operations, the post he resigned 
yesterday, Hugel had access to the government's top se- 
crets and directed the agency’s global network of covert 


intelligence agents. 


Tho first interviews concerning Hugel were conducted 
Ly the CIA’s Office of Security beginning Jan. 14, just 
one week before Hugel started work at the agency, and 
the last were completed on Jan. 16.0 , 

The records. indicate that Hugel 
had-been “cleared” at some CIA ech- 
elons on Jan. 19 and was given final 
approval by the Office of Security, 
pending some overseas checks, on 
Jan. 21, the day Hugel started work 
at the agency. 

Some of the interviews, including 
a set in the New York area that con- 
tained just a whisper of criticism, 
were not put together and synop- - 
sized until March 6, several weeks 
after Hugel had been given his first 
- promotion, to deputy director for ad- 

ministration. = =. a. 
Through it all, however, the Office 
of Security, which is responsible for 
investigating everyone hired at the 
agency, from top officials down to 
the cleaning crews, evidently found * 
nothing to arouse its suspicions 
about Hugel’s business dealings or 
any other facet of his life. ; 
Under a longstanding directive 
from the director of central intelli- 
gence, last reais in 1976, anyone 

to be - Be 
cinpeneied eyeedse 700 
which is a notch. above top secret 


THE WASHINGTON POST 
15 duly 1981 


11/28 : CIA-RDP91-9 


They are uniformly full of praise, | 

depicting Hugel as a hard-driving 
millionaire whose “workaholic” hab- 
its constitute his biggest failing. 
In all, 28 people were interviewed 
in New York, New Jersey, New 
Hampshire and Florida, elthough 
nine were just short-time neighbors 
and aquaintances of acquaintances 
with nothing of substance to say. 

Those questioned at length in- 
cluded Manchester (N.H.) Union 
Leader publisher William Loeb and 
other individuals that Hugel gave as 
references. ‘They included his tax ad- 
viser in New York and a business as- | 
sociate in Florida who owns a pent- 
house near Hugel’s in Bal Harbour. | 
_ The CIA also checked with what 
it called “developed informants,” but ! 
this is apparently a catchall category 
that includes everyone, except neigh- | 
bors, whom Hugel did not list as ref- | 
erences. Bo sas “| 

For instance, Robert Howard, i 
president of the Centronics Data | 
Computer Corp., who had known | 
Hugel for more than 20 years, was | 
listed as a “developed informant.” So | 
was Roy Nagagawa, successor to | 
Hugel-as chief executive officer of | 
Brother International Corp. in Pis- | 
cataway, N.J., and an. acquaintance 
ahs Wad War II. + | 

e flavor of the interviews is re- 
flected by those conducted Jan. 16 
in the Miami area, where Hugel was 
described as “hard-driving, very ad- 
ept, intelligent, capable of working | 
well under pressure’ — a man 
wealthy enough to relax, but who | 

! 


was, nonetheless, accustomed to 
working 18 to 20, sometimes 24 | 
hours a day. 
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CIA Aidé Quits - 


penises meet 


After Allegation | 
Of impropriety _ 


Deputy Director Max Hugel 
Denies Published ‘Report. 
.Of Stock Fraud Charges 


os x 2 Fh, 
Rua WALL STREBT JOURNAL Staff Reporter ** 
: WASHINGTON— Max Hugel, the contro- 
versiah. chief of. the Central Intelligence 
Agency’s spy Gperations,: resigned after a 
published report’ that. he " engaged in ‘im- 
proper and: possibly illegal Securities: activi- 
ies’ in 1974, _ saad gyal Sfeweoe a Mag ed 

The. report in the~Washington Post’ con- 
cerned: Mrz Hugel’s. relations. with .MéNell 
Securities Corp., which acted-as a market 
maker in the stock cf Brother. International 
Corp., a consumer electronics company Mr. 
Hugel once headed. 7 . Samy 

According to the*chargés in’ the Post: 
while Mr. Hugel was president of Brother 
International, he leaked confidential infor- 
mation to the McNell firm about the com- 
pany and a concern with which it did busi- 
ness and for which Mr. Hugel later worked, 
Centronics Data Computer Corp:; he tried to 
manipulate the price of Brother Interna- 
tional’s stock, and he funneled money to Mc- 
Nelt Securities in an unsuccessful effort to 
keep the firm afloat. Mr. Hugel denied the 
‘charges. : 

The Post quoted tape: recordings of con- 
versations between Mr. Hugel and Thomas 
McNell, the head of the securities firm, in 
which some of the activities allegedly were 
discussed. ‘ ; CSS SBT ta 

McNell Securities eventually became’a 
branch office of Executive Securities Corp., 
which has since gone out of business. Some 
Executive Securities’ officials were indicted 
in 1977 for misappropriating money that was 
Supposed to be used to buy Centronics Data 
stock for customers. 0 ue * 
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Mr. Hugel for his “sensitivity” in leaving. |. 


ness, but his detractors have a. different. 


‘absolutely no-discretion.? _. 


All of those indicted pleaded no contest 
and were fined and placed on probation, ac- 
cording to the Securities. and Exchange 
Commission, . mS , 

An official of the Securities and Ex- 
change Commission said ha wasn't aware of 
any Current investigation of the ailegations 
against Mr. Hugel. The commission custom- 
arily doesn’t disclose the existence of invas- 
tigations. oF 

In a letter of resignation to CLA director 
William Casey, Mr; Hugel said the allega- | 
tions against him were “unfounded, un-}} 
Proven and untrue.’’ But he added that they 
have become a burden that would be unfair 
to impose on the agency. Mr. Casey Said he 
accepted Mr. Hugel's resignation “with 
deepest regret.” : . 

The White House, meanwhile, tried to 
Play down and separate itself from the con- 
troversy. White House spokesman David |i 
Gergen said President Reagan's aides didn’t 
learn of the charges until last week, when 
some reporters were rumored to be looking 
‘into them. The CTAdid an “extensive” back- 
ground check: on “Mr.-Hugel before his ap- 
pointment, MiGergen Said,’ but apparently 
didn't uncover’the allegations: Mr. Gergen 
Said that didn’t surprise him, as it is “lit- 
erally impossible td talk to every individual 

“. an individual who is 


' As far as the White House is: concerned, 
Mr. Gergen said’ the “matier is~ closed’* 
by Mr. Hugel’s tesignation. Mr. Gergen 
Said neither the. President hor his aides 
forced Mr. Hu zel’s departure; but he praised 


operations. His biggest asset was considered. 
to be his loyaltyto Mr. Casey, for whom Mr: 
Hugel worked during the presidential cam- 
paign. Mr. .Casey. was President Reagan's 
campaign manager. 2: 24 

. Mr. Hugel’s. Supporters praise his tough-; 
view. As one put it, Mr. Huge! is “a man 
with no people’ skills, no political skills and 

The CIA said: Mr.. Casey has ‘appointed 
John Stein, a career. officer, to succeed. Mr. 
Hugel as deputy director for Operations. — 


age 
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“SIR, ABOUT YOUR CHOICE OF MR. AUER. | 
AS CHIEF OF SECRET OBERATIONS 
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‘Chief of CIA 


Quits Post 


rugel Denies Charges’ 


Of Stock Maneuvers 


' By Jeremiah O'Leary 
Washington Star Staff Writer 


“Max Hugel resigned his job as the 


CIA's chief spymaster yesterday be- 


all intended to-boost the price: of 
; Stock in a firm he headed.” °- =. 


. Reagan.does not feel Hugel’s sudden 
departure reflects badly on CIA Di-- 
sector William J. Casey, who made | 
the $6-year-old former businessman: 
and campaign~ aide“ his‘ personal“ 


‘founded. and untrue,” but said they 


. women who work with me.” White 


_ “There is a sadness here that this 
happened to this man after seven. 


‘told reporters yesterday. - 


his service to the administration: He 
‘has conducted himself with sensitiv-* 


that Mr. Hugel engaged in these 
-Sorts of activities.” itis tiny ecu 


cause of allegations by former busi- 


“ness associates: of improper stock ° 


market practices in the mid-1970s. 
The White House said President 


choice for one of the most sensitive: 
intelligence posts in the govern- 
ment. Sein se ek ae ee 
~““Hugel quit after it’ was reported 
that two former associates. accused’ 
him of a number of improper acts —. 


Hugel called the charges “un- 


“have become a burden which I no 
longer believe is fair to impose on 
the administration, the agency, my 
family and the splendid men and 


House officials said President Rea- 
gan was saddened by the évents lead- 
ing to the resignation: p 


years had elapsed and because. of 
newspaper articles about him,” pres: 
idential assistant David R. Gergen 


“The administration is not embar~ 
rassed. Thé alleged activities hap- 
pened seven years ago, not during 


ity. There has been no hard proof 


Senior White House officials said 
Casey is not in any trouble as far as 
Reagan is concerned although there. 
reportedly was some resentment in 
the Reagan inner circle when the 
newly named CIA chief chose Hugel - 
to be deputy director for operations 
without first consulting -White 
House. . 


;agency's covert 


Casey named John Stein, a 
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“The president believes Bill Casey 
has done a first-rate job at the CIA,” 
Gergen said. “The president has 
great faith in the people he appoints 
and when they appoint others. Bill 


* Was active in dealing with this sit- 
,;wation and it was brought to a rapid 


‘conclusion. From the White House 


_:Pointof view, the matter is closed.” 
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But the White House did not ex- | 


. plain how the alleged business deal- 
‘ings of the S6-year-old Hugel went 
undetected in the course of what of- 
. ficials said was an “extensive” secu- 
} rity check on Hugel.conducted by 
the CIA before he took charge of the 
operations under~ 


Casey... a ee ag oe 
There was no FBI security check 


. Of Hugel, Gergen told reporters. 
He quoted E. Pendleton James, di- - 


‘rector of personnel ‘at the White 


+ House, ag saying he had been unable - 


to ascertain whether Hugel’s former 


business associates, brothers Thom- - 


as and Samuel NcNell, had attempted 
to furnish him tapes and documents 
on Hugel’s business dealings as they 


. claimed... - : 


The brothers instead gave their 
‘material, accusing -Hugel of de 


frauding them and improper stock - 
- market manipulation, to The Wash- 


ington Post, which. published a 
lengthy story on them yesterday. 
__ In accepting Hugel’s resignation, 


CIA oficer, to become DDO. . 


Several newspapers and a major | 


wire service have been pursuing the 
‘details of Hugel’s background ever 


since he turned up at CIA headquar- ! 


ters, first as a special assistant to Cas- 


ey and then as chief of DDO. Hugel ; 


and. Casey. had become ~ well- 


“acquainted in the 1980 campaign 
, when Hugel was a top official of the. 


‘Reagan ‘campaign in New Hamp- 
shires-.- 0. hee 3 : 


Gergen said Hugel resigned on his ; 


own and denied that White House 


_chief of staff James A. Baker IJ had j 
' Called Casey to tell him Hugel had 


to go after the allegations appeared 
in print yesterday... °...- 


He said Casey has not talked with 

Reagan about the case... -- ; 
" . Gergen gave this.scenario of the 

events leading up to Hugel's “Dear | 


Bill” letter of resignation; mde pub- 


. lic yesterday by the CIA:".. . “4 
: The White House becameawareof | 
rumors about Huge] last Wednesday. 
Fred Fielding, the White House : 
counsel, apparently. was. the first - 


White House official to learn that 
Hugel was under intense Scrutiny. 
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President Reagan late Monday for ° 


- dnd Michael K. Deaver — were told 


. the resignation with “deepest re-- 


‘_servedly earned the respect of those - 
“with whom you have worked.” 


. tion as to whether there would be- 
- further investigation of the charges — 
‘leveled at Hugel, “There is a five-. 
‘ cusations made) and this happened :; 


" things here to which the statute may : 
_nhotapply.”- . |... : 


_originated with former Wali Street 
’ broker Thomas R. McNell, 49, and his 


-Said they and Hugel joined during |! 
' the mid-1970s in prohibited actions 
- intended to boost the stock of his 


- International Corp... :,.. 


Fielding informed Baker of what 
he had heard last Thursday. Baker 
called Casey and there was a meet-. 
ing at the White House involvin Ba 
ker, Fielding, Casey and Hugel. Stan- 


ley Sporkin, the CIA counsel, 
continued working Friday on what 
the White House still regarded as a 
rumor. ear as 
The Post said in its story yesterday! 
that on Friday Hugel, accompanied 
by two lawyers of his own and Spor- 
kin, met with reporters and editors 
at the-newspaper's offices to review 
the accusations. ets oe ge 
. But Gergen said no one knew the: 
facts when Reagan went to Camp Da-- 
vid for the weekend: Baker alerted. 


the first time that newspaper stories 
were about to break about Hugel's, 
business activities. ras ea 

Yesterday morning, after the evj- 
dence furnished by the McNell bro-: 
thers had appeared across the na-. 
tion, Reagan's “big three” advisers ~ 
Baker, counsellor Edwin Meese HI- 


Rar ne a ei atresia eaagnpeeRENTEPENneLeRiaprre, souplinpaeumaneenatpsnee: Cte me 


by Casey that Hugel had decided to 
TeSsign, © +e a 
Reagan was informed of the res- - 
ignation ‘yesterday shortly before - 
the CIA announcement was made 
public. “It is our understanding from 
Casey that he resigned on his own,” | 
Gergen said. ~ Cas 
In’ his letter to Casey; Hugel said . 
he felt he could no longer effectively 
serve Casey or the agency but said | 
he is available for any future assign- | 
ment in which he could be of help. 
Casey wrote back that he accepted... 


gret”. 

He said he understood Hugel’s po- - 
sition and would respect his wishes,” 
adding, “I greatly appreciate your ef-. 
forts for this agency. You have de: 


Gergen said, in answer to a ques-' 


year statute of limitations (on the ac- 


seven years ago. But there may be | 
The “ allegations against Hugel 


brother, Samuel F. McNell, 47,-who 


New York wholesale firm, Brother 


eken i 
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Asa acring Prof =ssional ism 
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By ROBERT PEAR 
Special to The New York Times 
WASHINGTON, July 14 — Before his | author of a recent biography of Mr. 
resignation today, Max C: dugel was in} elms. ‘“That’s ‘certainly never hap- 
charge of the largest directorate in the coned before. That’s one position where | 


Central Intelligence Agency, the branch | you want a professional. That’s where |_ 


the heart of the agency always was, and 
that’s the office in which: ‘Presidents 
were always most interested.?/72 . - 
Presidents took an interest in “the of- 
fice because its covert agents could, at 


responsible for covert action and clan- | 
destine counterintelligence overseasy 
. Mr. Hugel did not fit the mold for that | 
jovi in two respects: He had not hada ca- 
*xeer.in professional intelligence work; ; 4 y 
“instead, he had beéna businessman’ in the Presideni’s behest, foment uxrest in 
‘New Hampshire and‘worked on the Rea-{ foreign’ countries. In addition, the 
‘pan campaign staff i in last year’s Presi- _ Deputy Director for’ Operations super- 
dential election’ And, unlixe most of his; vised the recruitment of spies overseas, 
predecessors, he did not come from an ' collecting minutely detained informa- 
ivy League-style_ “gentlemen’ s club” tion about low-level clerks i in BOMICE em- 
background-~- bassies abroad.- ae 
Mr. Hugel’s title was Deputy Director| . The Deputy Director also had author- 
for Operations. Before March 1973, the } ity over counterintelligence operations 
job bore the title of Deputy Director for designed to learn about Soviet activities 
plans. Wiiliam E.Colby, who held the-| in general, and supervised all: forms of 
pesition in 1973 before ne became Direc- | psychological warfare. conducted and 
tor of Central Intelligence, said in an in- | information disseminated by the agency | 
terview today that he had asked James overseas. 
; ae ochlesinger, then Director of Central |’ © Officials in the Reagan A \dministrtion 
- Intelligence, to change the name be- | said that William J. Casey, the Director 
ae ‘‘plans’” was a eupheraism for of Central Intelligence, had recruited 
what that part of theagency really did:*“| Mr: Hugel because Mr. ‘Casey thought 
Besides Mr, Colby; two other men who | his rough-and-tumble style was exactly 
had previously. been in.charge of the di- | what was needed to rebuild the clandes- 
-rectcrate for plans. or operations, were} tine service. Some agency officials had 
promoted from within the agency to Di- become.extremely cautious about con- 
rectors of. Central Intelligence.’ They; ducting covert operations after years of 
were Allen W. Dulles and Richard | Congressional investigations exposing 
Helms. Mr. Dulles.and Mr. Colby were} unsuccessful and aborted projects, in- 
graduates of Princeton, and’ Mr. Helms | cluding a to: assassinate: foreign 
was a graduate of Williams Cojlege, an-| leaders. ... 
old liberal arts college.in ngEthiestery 
Massachusetts. 


7 *The Heart althea gency? 
". “It would. be-very unusual to have a 
nonprofessional, a-businessman; an or: 


dinary civilian running the directorate 
for operations,”’. said ‘Thomas’ Powers;: 2 


“| 
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. 


a 
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“. All of Mr..Hugel’s, predecessors had! 
_ experience in intelligence work beforel 
they took charge of clandestine opera-| 
tions. Those who have neld the position 
since Mr, Dulles are Frank G. Wisner, 
trom 1952 to 1988; Richard M. Bissell 
Jr., 1953 to 1962; Mr. Helms, 1962 to 1965; 
Desmond FitzGerald, 1365. to 1967; 
Thomas Karamessines, 1967 to 1973; Mr. | 
’ Colby, 1973; William E. Nelsen, 2973 20 
1976; William Wells, 1976-77, and Jobn 
McMann, 1977 10 1980. : : 


a ane 
¥ 


Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6 


‘By Ernest B. Furgurson 
Washinatan Bureau of The Sun 


' campaign operative appointed to a super- 
sensitive post in the Central Intelligence 
. Agency, resigned yesterday amid allega- 
= tions that he nad engaged in questionable 
* stock market activities. ; 
' Mr. Hugel, formerly a New Hampshire 
~ businessman, served as deputy director 
for operations, in charge of clandestine 
operations abroad, which is the agency’s 
_itop spy job and is usually assigned to vet- | 
” eran intelligence professionals. 
ile was put there by Director William 
* J. Casey, who was chairman of Mr, Rea- - 
: gan’s 1980 campaign, and the choice 
_ stirred a furor within: the agency and on 
Capitol Hill. os 
Yestecday, after allegations about his | 
stock market practices were printed, the 
administration quickly got rid of Mr. | 
Hugel and emphasized that he had not 
been a presidential nominee in the first 
place. 
Mfr. Casey named John Stein, who is a 
career CIA man, to move into the deputy | 
director slot from his post as an assistant | 
‘ to Mr. Hugel. 7 
Mr. Hugel was quoted in a CIA press 
release ag insisting that the allegations . 
: are “unfounded and untrue.” The press re- 
lease also said he was leaving berause the | 
matter had become “a burden which he 
believes is no longer fair to impose on the. 
agency and the men and women who have 
worked with him.” . 
The White House learned of the asser- | 
tions against Mr. Hugel last Wednesday, -| 
six days before they became public. They 
involve improper market manipulation 
and insider trading that allegediy took , 
place several years ago. . ae 
Thomas McNell, who headed a Wall. 

- Street brokerage firm, and his’ brother, 
Samuel McNell, a former business associ-_ 
ate of Mr. Hugel, made the charges. Sam- 

> uel Pi ae that Mr. Hugel de- 
frauded him‘in a i 

_ International Corp OU EE Rel 

firm headed by Mr. Hugel in the mid-~ 

1970s. we BE NS 
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Me. Hugel allegedly used Thomas 
* MeNeil’s: firm for questionable market 


: Manipulations and dealing with insider in- - 


* formation. The Washington Post report- 


. ed that the McNelis sectetly tape-record- | 


y ed conversations that support their 
charges. . Poe 
. »~"The-activities allegedly took place -be- 
~ fore 1975, so-the five-year statute of limi-” 
tations in such cases has run out. AS a re- 
sult, prosecution is unlikely. — ae 
‘Judah Best, Mr. Hugel’s attorney, said 
Mr. Hugel had not violated any laws and 
denied the charges. The CIA release said, 
.. "Mr. Hugel wishes to emphasize that the 
~ allegations against :him concern his pri- 


:-80€ver to his association with CIA or to its 


As deputy director for operations, Mr, ! 

. Hugel, 56, had access to the government’s- 
highest secrets and directed its interna- 
tional network of undercover agents. His 

“move into that post was disclosed in mid- | 
May, after he became a special assistant 

to Mr. Casey January 21, then was deputy 


the operations job, - ie 
' - Mr. Hugel learned Japanese in the: 

Army and served in military intelligence 
.for two years before leaving the military - 

and setting up a Japan-based import-ex- 

port firm to distribute sewing machines 
. and typewriters. : 

“This ‘successful venture was merged 
.into Centronics Data Computer Corpora- 
_ tion, of Hudson, N.H.,. and Mr. Hugel 
_ served as its execulive vice president until 
‘March; 1980, when he quit to join the Rea- 
“gan campaign full-time. He ran the Rea- 
_ gan primary effort in Nashua, N.H., and 
* later was picked by Mr. Casey to organize 


~ national ethnic and volunteer organiza-:: 


tions for the campaign. - ‘ ae 
.-/ William Loeb, the ultra-conservative - 

editor of the Manchester Union-Leader, 
_ takes credit for getting Mr. Casey and Mr." 

Hugeltogether, 5 a 


.Mmer agency officials who were free -to 
speak out expressed disbelief. One said. 
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One member of the Reagan transition : 
team-on intelligence calied the selection ; 
. “a living disaster.” | 


> :Right weeks later, White House offi- | 


- cials are saying that they were concerned | 
even then about the choice, but did not in- | 
. tervene because Mr. Casey was entitled to 
pick his swn staff. Mr. Casey's unques- ‘ 
' toned authority to do so apparently was 
. founded on his own high standing with Mr. 
. Reagan, formed after Mr. Casey came in 
“and reorganized a loose, free-spending 
Reagan campaign staff early last year. 
At the White House, press spokesman | 
-_ David R. Gergen said, “Mr. Huget has con- | 
ducted himself with. sensitivity in this ; 
- matter. This administration is not embar- ! 
7. rassed..... As Zar as the White House is | 
“concerned, the matter is closed, Mr. Hugel { 
has resigned.”. _. ne eT | 
He said rumors of the allegations came 
to Fred Fielding, White House counsel, 
last Wednesday. They were relayed Thurs- | 
day to James A Baker III, chief of staff, 
who called Mr. Casey to the White House { 
to discuss the matter. ; | 
. When Mr. Fielding met with Mr. Hugel | 
_Friday, the deputy director said he had 
‘done nothing wrong. Stanley Sporkin, CIA 
general counsel, looked into the matter. 
Mr. Reagan was advised Monday, and yes- | 
terday morniag, Mr. Gergen said, top 
White House staffers were told by Mr. | 


Casey that Mr. Hugel was resigning on his 
own initiative. Another version was that: 
his departure had been urged by the White 


cone 80011-6 


STAT 


Approved For Release 2005/11/28 : CIA-RDP91-00991R000400180011-6 


&.PPBARED eee ee 
ee a fie WASHINGTON STAR (GASEN LINE) 
.Gm Fl tte 15 July 1981 


Critics Charged Hugel 
lacked Experience ° : 


By Henry S. Bradsher“* 
Washington Star Staff Writer 


Both present and former CIA offi 
cials said yesterday that the depar- 
ture of political appointee Max 
Hugel as the agency's chief spy- 
master and his replacement by a ca- 
reer professional would bring what 
one of them called “a cansiderable 
sense of relief” to most agency ca- 
reer operatives. . 


Both in the agency headquarters 
in McLean and among congressional 
overseers, there had been doubts 
about Hugel because of his lack of 
experience in the spying business. 
But there had also been defenders 
of the idea that a fresh outsider was 
needed by the CIA to run its ingrown 
clandestine operations. . 

The defenders were not so vocal 
yesterday as the critics of Hugel, a 
56-year-old millionaire New Hamp- 
shire businessman. _ 

Hugel, under fire because of accu- 
sations of improper stock dealings in 
the past, announced his resignation 
yesterday, and was replaced by John 
Henry Stein. ee : 

Stein, a 48-year-old Yale graduate 
who had served in numerous CIA as- ! 
signments abroad and been a deputy | 
spymaster for the last four years, 
went to Capitol Hill as soon as his 
promotion was announced. He met 
with some of the members who over- 
see the intelligence community. 

Hugel got his-CIA job through ser- 
‘vice in Ronald Reagan’s presidential 
campaign last year, during which he 
served as an aide to the campaign di- ; 
rector, William J. Casey. When Casey | 
became CIA director at the, begin- j 
ning of the Reagan administration, 

- he took Hugel along, still as a per-- 
sonal aide, and several months later: 
made him deputy CIA director for 
operations — referred to inside the 
agency as DDO. a | 


The appointment outraged many 
career men. With few exceptions, | 


" the agency's SAB PHOY PE EU Release 2005/11/28 : CIA-RDP 
a Pp : 


been someone Own | 


within its ranks, had taken the risksj 


of their dangerous trade, personally 


knew many of the hundreds of, 
agents he would direct, and under- 
stood what risks had to be asked of 
them.. ae 

. Hugel was seen as an amateur. 
This attitude quickly communicated 
itself to other intelligence agencies 
with which the CIA works closely. 

‘One former CIA senior official re- 
ported that some foreign agencies 
had“found him uncultivated and na- 
ive about the intelligence business, 
and they wouldn't. trust him. with 


any information.” | 


Casey trusted him and defended 
him against criticism, however, un- 
til the stock manipulation charges 


“arose. 


_ Casey wanted familiar persons 
with whom he felt comfortable to 
help him deal with the large new bu- 


reaucracy he had taken over. He was| 
known to feel that Hugel’s lack of ex-; 
perience was less important than his 
administrative ability, and: that 
Hugel's.two deputies could suppl 
the expertise needed for agency o 


erations. 


Stein and Clair E. George, 50, an 
other professioal with extensive 
foreign service, were the deputies, 
job. oar 
This team was supervising a re! 
building of the CIA’s clandestine ser-: 
vices. Casey’s predecessor.as direc-' 


tor, retired Adm. Stansfield Turner,| 
had completed a process that began, 


before him of retiring large num-| 
bers of older spies and secret 
operatives ~ to the accompaniment 
of strong complaints from within: 
the agency that its muscle was being! 
cut, rather than fat. The recruiting! 
and training of new agents was un-; 
derway, > e. Bes 

_President Reagan reportedly had, 
given his personal friend, Casey, the. 
green light to enhance: the CIA's’ 
clandestine capabilities as part of a; 
buildup of US. strength for world-| 
wide competition with the ‘Soviet: 


‘Unions. a eee 


v 


with Stein as. the senior man in the 


sense of relief. 7? Mitac 
One former official said that “ev- 
_eryone was trying to make the thing 
“work” with Hugel as DDO, “but no 
one was happy about it.” 


Another retired CIA man who has! 
stayed in touch with agency develop-! 
ments offered a somewhat different, 


/opinion, however. He said that, “on 


the whole, he [Hugel] was very well- 
accepted. Those who were unhappy 
were those who had vied for the job 
themselves,” including Stein before 
Hugel was appointed. ; 
One close observer of the CIA said 
it could do-the agency a lot of good 
to have someone with a broad back-! 
ground in foreign business, such asi 
Hugel has, but “is not owing anyone} 
anything” within the close brother-; 
hood of CIA professionals. “4 
Stein served four years as an army; 
lieutenant stationed in the United] 
States after graduating from Yale in| 
1955. Then he began an overseas ca-| 
reer with the CIA that included ‘as-! 
signments in Brussels, Belgium; Kin-! 
shasa, Zaire;- Yaounde, Cameroon;! 
and Phnom Penh, Cambodia. | 
Officially identified as a consular 
Officer, Stein arrived in the newly! 
opened American embassy in! 
Phnom Penh the month after Pritice | 
Norodom Sihanouk was ousted from | 
power in March 1970 and replaced by ; 
the American-supported Lon Nol} 
government. He served there for | 
Several years. ~ | 
A former CIA director, William E. | 
Colby, said yesterday that “Stein is | 
a very good man...He's a general. : 
operations officer with a good back- 
ground, He’sa very effective fellow. | 
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OP GLA, OFFICIAL . 
RESIGNS, DENYING : 
ae 


REPLACEMENT IS is SEMENT 1 SELECTED 


Reagan ‘saddened’: ‘by. y Events 
= Agency’ ‘Is Criticized 0 on 
‘Checks Before Hiring. 3 


ue ie wey w sp 


By PHILIP SAUBMAN 

Span iree ee | oee Te jee 
WASHINGTON: “Jiily..14 Max Kot 
Hugel, chief of clandestine cperations at 
the Central -Intelligence.-Agency,;1e, 


signed today: ‘incthe wake of. allegations ‘ 


that he participated‘in fraudulent ‘se- 
_curities transactions-when he managed’ 
“an electronics business in the-1970’s.-- 
Calling the allegations, made by two 
former business associates, “unfound- 
ed, unproven and untrue,” Mr. Hugel. 
submitted a letter of resignation today 
.to William I. Casey, Director of Central 
“4 atelligence, who had chosen him for the 
post. The letter said that the allegations 
had become “'2 burden which Ino longer 
believe is fair to impose’’ on the Reagan 
Administration, ‘the. BREE. and pe 
family. . 
Mr. Casey immediately named ohn 
H. Stein, a career C.I.A. employee, ‘to 
succeed Mr. Huget i the sensitive post 
of Deputy Director for Operations. 


Problem tor Administration 


The allegations and- the-sudden-resig- 
nation presented; te. Administration : 
with an unwelcome‘controversy_when it 


fen teas eates 


_is trying to gain. passage-of: ‘major tax-: : 


: cutlegislation and avoid publicairing of. 
; internal foreign policy disagreementa.:: 
; ‘The immediate effect sppeared to‘in— 
' cludea slight chilling in’ ‘therelationship - 
: between..the White. House <aiid éMr.: 
i Casey, .who managed ‘Presideiit. Rea. 
| gan’s election. campaign’ last year and: 
has been a close. adyiser to- the Presi, 


And - further “complicating: matters’ 
' was the disclosure today that Mr. Casey 
| was found by.a. Federal court to have; 
! participated in an- investment’ ‘Offering: 


~~? 


NEW YORK TIMES 
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.. Reagan Deseribed as ‘Saddened”*” a rape 
Officially, the White House. said. that crets 


Mr. Reagan was “saddened? by. ‘ke 
events that led.to Mr. Hugel’s! 'resignas 
tion.’ Ofticiais, however, -ernphasized. 
that Mr. Huget had not been nomninated. 
or screened by the White Howe. Pri- 
vately, one senior aide to Mr. Reagan: 
said that James A. Baker 3d, the White 
House chief of staff, had told Mr. Casey ; 
that Mr. Hugel:“‘ought to move ¢ on for 
the good of the President.” ; 


The accusations against Mr. ‘Hugel ij Hug 


were.made by Thomas R. MeNell and | 
his brother, Samuel F. McNell, two for- 
mer business associates who rana small | : 


‘ties. Corporation in the early-1970’s: To 
support:theirallegations, the: McNells | 


provided The Washington Post with | 


recordings of “telephone ‘conversations 


‘they had ‘with Mr. Hugel. The-Post pub- ; - 


lished a partial, prance of ‘the tapes 
today. © : 
. The .-resignation 
greeted with relief in Congress;and, 
-the intelligence community, where Mr. 


oppesed'on the grounds that he: lacked 
sufficient’ experience ‘in intelligence 
‘matters. In addition, unlike his prede- 
cessors, Mr. Hugel did not come from 
the Ivy Leaguestyle- pee: 
club” background. a - 
ee Setback for Agency’ 3 Head « ez 
: The resignation. is a “setback for Mr. 
Casey’s efforts to reduce the visibility of 
the C.LA. and restore tranquility within 
the agency, after a decade of. upheaval 


and public scrutiny. Two weeks ago ina}: 
memo to agency-employees, | Mr. Casey}: 


wrote that “‘the‘difficulties‘of the past. 
decade are behind us.”’ . 
Moreover, the incident raised serious 
questions about the effectiveness of the 
intelligence: agency’s' security -investi- 
gations of prospective employees. Stan- 
ley; Sporkin;:the C.1.A.’s general coun- 
sel; said that the investigation: of Mr- 
Hugel had’ been. ‘thorough and com- 


plete, "* buthe acknowledged thatnahint}: °. - 
of any. irregular-or questionable -busi-}.~ 


ness practices- ‘by Mr. _Hugel-had been 

unearthed FiOS © a a ee 29sien 
Senator Daniel . Patrick . Moynihan, , 

Democrat ‘of: New’ York, ranking’ mi: 


nority member of the: ‘Senate._Intelli-. 


gence { Committee, said: today ‘that the 
C.IA. ‘must ask itself how it failed to 


~ Jearn” information relating to. the ¢ accue; 


sations against! Mr. “Hugel. ° 


believe that - the. resignation, of, Mr.. 


brokerage agency called McNelt Securi- |. 


was ‘ Pot: 


Hugel’s appointment to the largest di-|- 
rectorate ia the C.I.A. had been widely] « 


White House officials said they did not : 
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., Brokers Admit Wrongdoing: 


ae the time, Mr. Hugel was president 
- of: the Brother. International. Corpora- 
tion, aymanufaciucer-of sewing ma- 
‘chines; typewriters and computer com- 
ponents, and was negotiating fom major 
business deal with Centronics. 
“he -McNells, who acknowledge their 
_participation in improper stock transac- 
tions; said that the information provided 
‘by Mr. Hugel gave them an advantage 
in buying and selling stock i in the compa- 
nies: -3 
They also charged that Mr. dugel had 
improperly funneled money to secNell 
Securities by making person?! icans to 
Samuel McNeil and that he had < ars 
nated the phased purchase ef 3 
shares of his company’s stock to create 
; the appearance of market demand. 
-In. the. transcript published by The 


Post, Myr. Huge i is quoted as roviding 
Thomas McNeill with financiz mal en : 


we Soe 


tion about Brother International and 
“Centronics on Dec. 5, 1974, several 
months before it was made public. 
‘Thomas McNell told The Post in an in- 
terview,."‘I knew everything that was 

: going on insidé of both companies, and I 
was banging..the- hell out: of, it for my 
clients.”* .. ‘ 
“Hugel Denies Violations * 


fF In his letter of resignation and in on 
lie. statements, “Mr, Hugelshas denied 
}; any ‘ wrongdoing. .In’.'a;: statement 
* released last night, he said, “The fact of 
the matter — and this is incontroyvert- 
ible—is that I have never made a penny 
of unlawiul profit or done anything else 
to bring discredit upon my company, 
my: family,’ myself or the - United 
71 States.72 0° 
According to Mr. Sporkin, ‘the agen 
| cy’s Office of Security found no evidence 
of improper business practices in its in- 
jestigation of Mr. Huselirss tat 27. 
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rofessionals at CIA Greel New 


- the agency's sp 
been someone ABBEY EaEOP hy 


Critics Charged Hugel 
lacked Experience ° 
By Henry S. Bradsher’- * s 


Washington Star Staff Writer 


Both present and former CIA offi 
cials said yesterday that the depar- 
ture of political appointee Max 
Hugel as the agency’s chief spy- 
master and his replacement by a ca- 
reer professional would bring what 
one of them called “a considerable 


' sense of relief” to most agency ca- 


reer operatives. fog: dB 

Both ih the agency headquarters 
in McLean and among congressional 
overseers, there had been doubts 
about Hugel because of his lack of 
experience in the spying business. 


‘But there had also been defenders 


of the idea that a fresh outsider was 
needed by the CIA to run its ingrown 
clandestine operations. - 

The defenders were not so vocal 
yesterday as the critics of Hugel, a 
56-year-old millionaire New Hamp- 
shire businessman. 

Hugel, under fire because of accu- 
Sations of improper stock dealings in 
the past, announced his resignation 
yesterday, and was replaced by John 
Henry Stein. : 

_ Stein, a 48-year-old Yale graduate 
who had served in numerous CIA as- 
Signments abroad and been a deputy 
spymaster for the last four years, 
went to Capitol Hill as soon as his 
promotion was announced. He met 


See the intelligence community. 
Hugel got his CIA job through ser- 
‘vice in Ronald Reagan's presidential 
campaign last year, during which he 
Served as an aide to the campaign di- 
rector, William J. Casey. When Casey 
became CIA director at the begin- 
ning of the Reagan administration, 


- he took Hugel along, still as a per-- 


sonal aide, and several months later: 
made him deputy CIA director for 
operations ~ teferred to inside the 
agency as DDO. eT be te | 
| 


The appointment outraged many 
career men. With few exceptions, 


with some of the members who : 


—et — 
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within its ranks, had taken the risks} 

of their dangerous trade, personally! 
knew many of the hundreds of: 
agents he would direct, and under- 
stood what risks had to be asked of 
them.. Pare, 

. Hugel was seen as an amateur. 
This attitude quickly communicated 
itself to other intelligence agencies 
with which the CIA works closely. 


‘One former CIA senior official re- 
ported that some foreign agencies 
had-“found him uncultivated and na- 
ive about the intelligence: business, 
and they wouldn’t. trust him. with 
any information.” oe Sk 

Casey trusted him and defended | 
him against criticism, however, un- 
til the stock manipulation charges 
‘arose. 2 : 

_. Casey wanted familiar persons 
with whom he felt comfortable to 
help him deal with the large new bu- 
reaucracy he had taken over. He was 
known to feel that Hugel's lack of ex- 
perience was less important than his: 
administrative ability, -and> that 
Hugel's.two deputies could suppl 
the expertise needed for agency 0 
erations. : 


Stein and Clair E. George, 50, an 
other professioal with extensive 
foreign service, were the an in th 


with Stein as the senior man in the 


job. Ae: 
This teath was supervising a re! 
building of the CIA's clandestine ser-j 
vices. Casey’s predecessor.as direc-! 
tor. retired Adm. Stansfield Turner,| 
had completed a process that began, 
before him of retiring large num-| 
bers of older spies and secret: 
operatives ~ to the accompaniment; 
of strong complaints from within: 
the agency that its muscle was being! 
cut, rather than fat. The recruiting! 
and training of new agents was un-| 
der way, . ee ir eee | 
_President Reagan reportedly had, 
given his personal friend, Casey, the. 
green light. to enhance: the CIA's! 
clandestine capabilities as part of a; 
buildup of U.S. strength for world-| 
wide competition with the- Soviet: 
Union... -.. Bee et od 


“¢ 


sense of relief. +. ; . | 
Gre former official said that “ev- 


_eryone was trying to make the thing 


work” with Hugel as DDO, “but no 
one was happy about it.” F 

Another retired CIA man who has! 
stayed in touch with agency develop-| 
ments offered a somewhat different; 


-opinion, however. He said that, “onj 


the whole, he [Hugel] was very well- 
accepted. Those who were unhappy 
Were those who had vied for the job 
themselves,” including Stein before 
Hugel was appointed. ; 
One close observer of the CIA said 
it could do-the agency a lot of good 
to have someone with a broad back-! 
ground in foreign business, such asi 
Hugel has, but “is not owing anyone 
anything” within the close brother-| 
hood of CIA professionals. | 
Stein served four years as an army} 
lieutenant stationed in the United| 
Stutes after graduating from Yale in! 
1955. Then he began an overseas ca- 
reer with the CIA that included 4as-! 


_ Signmentsin Brussels, 8elgium; Kin-| 


shasa, Zaire;- Yaounde, Cameroon; 
and Phnom Penh, Cambodia. | 
Officially identified as a consular} 
officer, Stein arrived in the newly | 
opened American embassy in! 
Phnom Penh the month after Prince | 
Norodom Sihanouk was ousted from j 
power in March 1970 and replaced by 
the American-supported Lon Nol | 
government. He served there for \ 
Several years. = 0 - 2 | 
A former CIA director, William E. ! 
Colby, said yesterday that “Stein is | 
a very good man...He's a general : 
operations officer with a good back- 
ground, He's avery effectivefellow. | 
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= Micheal bet Sniftan 3 “ee med 
: x Asscciated Press. 

W \SHINGTON= With the CIA’S: 
spy chief alréady forced out byalle-! > 
gations of stock:manipulation; C1A: 
Director Willian J: Casey faces. a: 
federal judge's ruling that he know- 
ingly rtsled-investors in a separate, - 
Lreeipient peter in the late 1960s.: 


oMax. Hngeka fan butsider whose © 
_appointrnent had irked career intel-; 
ligence officerssrésigned!as. the: 


_agencys.deputy:, director of operas} | 


‘tions Tuesday. hours after They # 
-Washington:Post ‘published: allega-: 
‘tions. that ime1974 hé Slipped.insided 
: information about 2 firm he. headed 
_to two Wall Street brokers. he 
. Later Tuesday,. ‘reporters’ ,disco-~ : 
o “ vered am overlooked May 19 ruling: 
4 by y. U.S. District. Judge Charles E. : 
Bs ‘Stewart: Jr.vinzNew. York against” 
‘g:€asey and others. in a damage suit.“ 
“over their efforts toraise capital for 


ytion,in 1968. Bae a 


arysLarry-Speakes Said. today-that =. 
President. Reagan’ had told his top“: 
aides “Seretain fall: confidence’”™“in- 
Casey. Speakes said he didnot know. 
{when.the- president found out. abouts 
tthe May rnling aes > Saxe 
23% 'Speakes told reporters ‘that. “these” 
~ matters came up in the past, as far | 
back as 1973. They’ve beer the sub- ' 
. ject.of at least one and possibly two: 
Senate hearings. They were part of 
- what we knew when Mr. Casey was ji 
; appointed to the Sirectorship of of the {? 
Cl eon ee 
, Speakes said he was “reasonably: 
“sure? "Casey referred to.the-case on: 
: forms¢filled- out: before: hey was 
~ nominated to the job.a 2:5. 7ah ee 


35 na 


am: unsuccessful: farming. corpora + 


“’excellent job with the CLA,” Speakes |; 
= saidgdescribing him as.“an experi-. 


“enced-man” Atk. She-intelligence: 3 


“President Reagan said. Hugel’s:) 


2“once again we seem to be pees an 
am j, accusation asa conviction2” "3, 


Casey, 68; aad eos 56, are both /- 


as 
seFmade: millionaires. Casey 


pageucr from, the:Reagan pr esiden-. 


‘tor, Casey had admired: Huget’s 


“<style and’ work as chief of ethnic 


“proup.activities.: : 
-«« Casey; who-broke into spy work / 
“with the Office of Strategic Ser--|: 


seek Casey and the CIA reresea ton 
“comment: on Stewart’s ruling, and: V 


brought: -Huge¥-with- him to the):: 


‘tial campaign3As campaign’ direc-4* 
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But in- September 1969 aid July © 
“1970 statements filed with tie SEC, * 
the firm’ stated that “of the seven | 


i 


*80-Ca 


+ company, two ‘were not oper ating 


"departure: was’ ‘distressing’ ‘because ‘ ‘other than sharecropping ind one: 


“was operating’ at a aie yeelaght 
wrote, ; Begg 

=.The ciferiig circular als: stated 
“that $1,354,000 of the procee Is from 
. the sale of debentures would be used’ 
:to‘retire short-term‘ debt, stewart | 
said. In fact, the judge said, he SEC. 
re gistration statements show ed that: 
‘the/company used $917,100, or: 
‘about 68 percent of the proc rads, to. 
repay officers and directors of Mul-- 
peiponits for loans to the firm. 


dants denied deliberate c snceal- 


, vices, the CIA’s World War II prede-‘|,, 
" cessor, had-endured harsh criticism. 
“from former CIA officers for put- 
ting Hugel-in one of. the agency's. 


i # Y 
De Stag -WhitesHouse press" secresi most sensitive positions. Hugel’s: 


- intelligence: “background was lim--} 
‘ited to some: post-war. work for | the. 
“ Army in Japan. 

Belo: the day. was out Tuesday: 
Hugel: wag,out of the: CIA. 


a 


a 


4... 


tmseget 


-#replaced by a career. officer hailed | 


by: the “old: boy”.-network -—. and 
pattention had shifted: to the! finan- 
_-cial dealings of Casey himself,:who 
headed the Securities and Exchange 
Commission, during the. Nixon 
jpadmninistravion:; egies * 
‘Judge Stewart's 19- -page ruling” 
“came in a 1974 class-action suit : 
‘s filed by investors in a New Orleans «: 
firm called. Multiponics Inc.; of, ‘4! 
ry which Casey. was an officer and : 
idirector.:: -;. 4 


«ment, Stewart said they~-du not: 


| facts misstated or omitted.” 
* Stewart still must rule on nether. 
"the investors relied on the « offering’: 


- ties. and therefore are ent. Hed to. 
damages. : 
> In_his ‘resignation letter Kugel‘ 
called the ‘allegations agaiast him: 
“unfounded, unproven and uatrue.”’ |) 
ie ‘But he said, “These allegations‘ 
2.iehave become a burden which 1* 
no longer. believe is fair to impose 5 


CONTIN UEQ | 


nite Be = In’an effort toraisé sé capital for the 
ucts ¥ firm, Casey and the other defen- : | 
'» dats issued|a stock-offering circu-: # 
Alar in- October 1968 which said the: | 
company’s assets at the time’ 
included seven operating farm units: 
and two tracts. of Euneleared ae 
4 Stewart said. » »: Wek 
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bes 


“This is a matter still inthe co 
“and sup) ect to sees so-I shouldn't * 


cae has. done aaa 


4 
re 


Hed operating farminz units;:; 
stwo were not operating at al at the. 
‘time they: were: acquired by the « 


: Although noting: that the defen:- i 


be : dispute that they knew the material 


circular to buy Multiponics securi- : 


‘fon the administration, the agency; 
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‘my farnily and the splendid men arid t a ceusalion. ‘as’a conviction. He | 
nwomen ‘who work with mei! resigned because he didn’t want to 
« Casey “accepted Hugel’s resigna “in any way. cause trouble for the 
tion with: ‘deepest: regret"-and’* administration. It should be 
immediately named career. CIA? remembered. there's been nothing | 

paver John Stein as his successor; "7" but the allegation.” #/7-°"' + | 
ithe White House: ‘chief spokes... a Huge’s swift departure, however,” 

W David R- Gergen’ said Casey” oF Tenens rom Cord Meyer, a’ | 

diasuaad the impending Post story... sleader among former CTA officers: *) 


last Thursday with White House, “The CTA: do does not announce in- 
chief. of staff James A. Baker JIT. house appointments, but in mid- 
‘and White House:counsel Fred: May-Meyer'disclosed Hugel’s » 
‘Fielding, who met later. with Hugel. ‘appointment im thé 7 a ee col 
‘Phe White House denied a Wash- - umn he dow writes." "Css oo 
‘ington: iStar Teport: that Baker had ... Huge] was in command’ of eis 
. told Casey to get rid of Hugel. “He. ‘agency’ 's clandestine s service. That, 
:.resigned on his. own initiative ands: “made him responsible f for intelli-. 
“with consultation with Cc it. _pence-gatherin ing around: he. wortd 
Gergen said. 26's y and | : 
“= Gergen said he: anticipates no 
“official investigation; noting that a's 

five-year statute of: limitations. 's 
- applies to the allegations made” ee 
- against Hugel. He said it will be up: 2M 7: 7 uy, Hg feel tiby i 

to Casey to decide. whether Be tes cognized their mi stake and 4 
_ peview why the CIA’s ti ea Be ‘ickly to repai 
‘ check of Hugel had ot turned uD 
2, the allegations... * 
:°- Tuesday evening, ‘Reagan. told <9 
reporters: {I was distressed that un - seas 
= once again we seem to be ; baking a an “.¥ 


= 
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lic offering of stock had: been con- 


_wart’s findings... 


-said. it. would. be: inappropriate: for: 


consider. and. we're hopeful: he'll re- 
verse his position,” said: Jacobs. . 


prepared by the now-defunct invest- 
‘ment, banking. firm, of -Glore Forgan. 
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ey Misled Investors on Agriousiness 


Company, Judge Rules 


By Dan Dorfman — 
1981 the Chicago"Tr!bune } mee 

- A federal. judge: has, ruled. that. 
William J.. Casey,..director of the. 
Central Intelligence. Agency, know-. 
ingly misled investors in a $3.5 mil-- 


lion fund-raising effort, for a now-. 


defunct New Orleans company. while 
serving as a- board. oe and sec. 
retary of the firm:::: ’ 


Tidge Charles: E. Stewart Jr. of: 
the. Southern District.of New York ‘| 


concluded that: Casey was one: of a 


number of officers and: directors of ' 
Multiponics:Inc. who permitted dis- ; 
tribution of an offering’ circular that ~ 
they knew contained false‘and mis- 
leading information and omitted ma- . 
terial facts-that were detrimental to : 


the company’s prospects... 


The judge’s findings, set: forth i ina re 
“memorandum . decision” , May ‘19-° 
that has until now “escaped public’. 
disclosure, represent an: outgrowth of: 
a suit filed by unhappy Multiponics i 
investors in October, 1974. : 
Multiponics was. organized i in Jan-. | 


uary, 1968, to engage in farming op- 
erations, agribusiness and the acqui-' 
sition of land. The company went 
bankrupt in February, 1971, after it 
was unable to raise sufficient financ-: 
ing to continue in operation. A pub-. 


templated, but never came to pass. ‘ 

Casey, chairman of the: Securities 
and Exchange Commission and head: 
of the Export-Import: Bank’: during: 
the Nixon’ and Ford administrations,! 
refused to comment’ on ‘Judge Stes 


ti ‘Amold "Jacobe. 


- Casey’s: attorney; 


the CIA director to. comment be-| 
cause'a motion: f reargument, ‘has! 
been filed. :». 

“We're asking him [Stewart] tor 


iit 
ti 


Jacobs ‘said .that: the circular in 
question, distributed to: potential i in-' 
vestors in October, 1968, was largely. 
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capital stock... 


ceeded $2.7 million. 


‘lar were prospective: investors in- 


‘that because Multiponics stated: in 


-ny’s growth and success depended: 


‘would be used. to repay loans: made ' 
to Multiponics by its officers. and di-: 


iterm debt, $917,000; or: 68- percent, : 
would be used to repay. such loans. . 


cobs. to have lost most, if‘not all, of: 


Casey, Jacobs said, relied primarily 
on that draft. 

Multiponics, originally known as 
Ivanhoe Associates, was formed by 
acquiring farm properties ‘from the | 
“company’s founders i in exchange for 


- Casey. ®,;-: personally eee 
- $145,614. in the company, and: Mul-- 
_tiponics;. in acquiring his properties, 
-took..over his mortgage -debt of 
$301,000. Multiponics also assumed 
the mortgage debts: of all other 
. founders —- an amount ace  OX~, 


At no point in the offering ci circu- 


formed that the company had as- 
sumed the maultimillion- dollar debt 
of its founders. 

In his findings, Stewart. cherie 


its offering circular that the compa- 


on long-term financing, a potential 
‘investor was likely to be particularly! 
interested in the indebtedness of the | : 
company. .. : 
- The judge also was 8 critical of whab. 

he Tegarded as. another’ significant 
omission in the circular —.the- 
sizable. amount of the proceeds from ‘ 
the proposed fund-raising effort that . 


In a later prospectus, it was ret 
vealed that. of some. $1.35. ‘million: 
that would: be used to retire short-: 


Whether Casey, who is said: by Jas! 


his investment, made any such loans. 
‘or received any repayment: could not, | 
be immediately determined. - " 

One of the judge’s most telling: 
‘findings, in‘ which he concluded mis-<| 
‘statement of facts, centers on a cou-: 
ple of disclosures in.. the.. circular: 
about the company’s. farm : ; 
eh es 


“when it acquired the property.’ ” 
' The judge’s findings note that the 

of : Multiponics..° “Swere 

. present at a board meeting on: ‘Feb. 

2, 1968, at which copies of a draft of 

the offering © were poe ant 

: discussed... 4525 * 


the company’s ce included | 
seven operating farm units and two 
tracts of as-yet-uncleared land, and | 
that: Ivanhoe Associates: was formed | 
through the merger of seven oper- 
ating farm units and was operated 
until recently by an: experienced 
group of agricultural, managerial and 
financial entrepreneurs. ~~ 
Subsequent prospectuses’ filed by 


Multiponics in September, 1969, and | 
July, 1970, raise serious questions | 
about the® ‘validity of these State- 
. Maentay ect ea ee vat 

In aise prospectuses, it is Gael: 


that of the sever so-called operating 


farm units, two were not operating - 


at all at the time they were acquired, 
two were operated by sharecroppers 
(farmers who lease the land and 
keep a chunk of the profits), and one 
was operating at a logs... 

Judge Stewart observed that the 
defendants,. including ‘Casey, con- 
tend that tne misstatements or 


omissions in the circular concerning. 


the prior use of the farms “really had. 
no significance in. assessing the: like- 
lihood that Multiponics would 3 sitc- 
ceed.” Their reasoning: “The prop- 
erties which Multiponics acquired 
were selected on the basis of’ their 


potential for Jarge- -scale ‘sgriburingge 
farming” ” 


Rejecting this defense, Stewart as~ 


serted thatthe extent’ to which: 
farms were operating at the time the. 
company was formed would be- “sig- 
nificant in assessing present earnings” 
capacity and capacity to Taise capital ; 


necessary for expansion. ©?" 4°" 


He added” that'-the | statements: 
concerning the scope of the farming. A 
operations assume even greater sig- 
nificance when considered: in ~ the: 


light of the undisputed facts that the: 
company’ assumed « ‘substantial | ‘debt 


‘IETS 
directors . 


sAaeds f & 


| 
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n hig summation, Stewart ob- 
served that the defendants do not 
dispute that they knew material 
facts were misstated or omitted. in- 
deed, these defendants, he said, were 
personally involved in the mpderhy: 
ing transactions. 

Thus, he added, “there is no gen- 
uine issue of fact as to these defen- 
dants’ knowledge of the material 
misstatements or omissions.” . 

Presumably, the plaintiffs, at 

_ some point, will seek damages. Their. 
attorneys declined comment. “. 

The plaintiffs, according to court 
papers, consist of HT, an interna- 

- tional investment trust, :and: George 
Marshall Houx and others suing; in- 
dividually and on behalf of a = of ; 
all investors. ae 

“Aside from Casey,. dae are seven - 
other defendants, all of whom served 
as directors. of Multiponics at some 
point: They ‘are Carl Biehl, Stanley 
Burkley, N. Leslie Carpenter, Alfred . 
J. Moran, Lawrence Orbe; James 
Swinny and Joseph Zuccaro. -*.. ” 
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NC Tt Da 


eL Ss CRA E ALES eae 
that the brothers had secretly: re-. 
corged showing that Hugel took part 
-in the plan. 

The McNells wer2 “quoted by the 
“Post as saying.that they were bitter. 
about having gone bankrupt and j 
“having been required to repay narly | 
$400,000 in loans io Hugel over ae 

- Jast seven years. . sat 

The CIA's Office of Security. which” " 

-conducted a background investiga- - 
tion of Hugei earzier this year, failed - 


gency spy netive 


of 


- ero oe ie 


os a PARTE To 


eerie cen meee we tnaenenemetaha 


“ Pubdlicly, the White’ House had ¢ 
praise yesterday for Hugel’s past 
: work for Reagan in the New Hamp- 


By Robert L. Jackson ee 6 
Los Angeles Times Service nn . 


eee f 


WASHINGTON“ — Max Hugel ee 


shire primary and his handling of j to uncover this :nformation. It will 
signed yesterday as chief of clandes- “ethnic and citizens groups in the _ be up to Casey tc decide whether to 
- tine activities fer the CIA in the wake : campaign. ‘ review that failure, Gergen said. 
of charges that he engaged in im- “Presidential assistant David Ger- - In his letter of resignation, Hugel 
-proper stock market ey seven gen told a White House news briefing j * said that the McNells’ allegations 
Years ag0. - that Hugel had resigned from the CIA Pas “a gabe which f no oe | 
o 7. ativ is _ believe is. fair to impose on the ad- 
The resignation of Hugel, 56, a Sibel Dees eee ie - ministration, the agency, my faraily 
Brooklyn businessman and reputed : oe -and the splendid men and women 
millionaire, was forced by the White j occurred in 1974, “does not reflect on ; 
House, It was the first time in the - ; 


the CIA or the administration.” | who work with me... . Under the 


: Gergen added that “Casey has done present circumstances, I feel I can no 
ps : s fee ees fe chal--j , Ge ae sou a ae CIA.” nehers ‘longer effectively serve you or the 
ws oe 3 : aed 
lenge to his personal integrity. i officials were first apprised last week 
ae of the Post’s investigation into ‘Ho . Casey accepted the resignation 
Hugel was a close friend of the CiA gel’s activities. - with “deepest regret” and immedi- 
director, William J. Casey, and had “As far as the White House is con- ately named career CIA official John 
helped Casey run President Reagan's cerned, the matter is closed,” ” Gergen _Stein as his successor. 
election campaign last fall. In a letter said. Hugel’s lack of intelligence back- 
to Casey made public yesterday, Both the Justice Departinent and ‘ground (he did some post-war work 
Hugel said that allegations of stock the SEC declined official comment with the Army in Japan) raised a 
manipulation made against him by on whether they would. investigate howl of protest that he was grossly 
two former associates were ‘un- charges that Hugel had improperly unqualified when be was appointed - 
founded, unproven and untrue.” - provided inside information on his to oversee - intelligence-gathering . 
Nonetheless, a senior White House now-defunct electronics firm, Broth-. ardiind the World and the CLA's most: 
_ Official who asked not to be identi-. _er International Corp., to two stock- “ delicate work —covert operations. 
fied said that it was “important to cut: brokers in an effort to Stimulate . 
Hugel off - quickly’? because. the - stock sales.  . Casey defendec Hugel as an ageres. 
charges of stock fraud by two former . Privately, sources at both agencies ' sive businessmar. who had organized 
Wall Street brokers, first published said that they probably would con- ethnic groups in the Reagan cam- 
yesterday in the Washington Post, duct an inquiry but pointed out that ~ paign and woulc bring an indepen-. 
had damaged Hugel’s credibility and Hugel had received no financial gain , dent view to the operations DE the 
could taint the CIA. The charges — whatever his intentions had been clandestine services. at 
were bolstered by tape-recorded — and that the 1974 episode was out- No details were released about: 
conversations involving Hugel that Side the five-year statute of limita- " Hugel’s successor. However, the State 
were quoted in the newspaper. tions for any possible. stock fraud | Department's 1974 Biographic Regis- 
Casey concurred in the White indictment. ter lists only one John Stein, 48, a 
House view that Hugel had to resign, The former ores: “Thomas R. Yale graduate. It shows that Stein 
another administration official said. McNell and his brother Samuel F. served as a Foreign Service reserve 
However, because Casey had hired McNeil, who approached the -Post political officer, a position typically 
Hugel as a top assistant in January . with their allegations, said that’ they. used as a CIA co: ver, in Belgium, the | 
and had promoted him in May as |. had accepted inside information and . Congo, Laos anc Libya. He was in. 
chief of worldwide clandestine activ- $131,000 from Hugel to promote the Laos irom 1970 to 1972, when CIA offi 
ities, Hugel’s fall was particularly. sale of his stock without making the cers there organizing a covert army. 
awkward for Casey. Ad Sho TBehrYr | ReleaSe12006/ HIE: OHLRDPO 17009) 1ROOGOOIBROM ATS 2 gainst communist | 
the Securities and ange Com- “newspaper published excerpts from rebels. 2. cone 
mission during the Nixon adminis- 16 phone conversations with Huget | ue Se ae 


tration, Casey was expected to bé ee eae The aa oe eantshniad: 


ae! . PHILA PEL PHTA We ee 


we ene 
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apes Gees 


‘Court f 


"Special to The inquirer © 


A federal judge has Toles that wile 


" liam J. Casey,. director: of the CIA,” 


knowingly misled investors ina $3.5.’ 
million : capital-raising:: effort... for 
:. Multiponics Inc-, a now-defunct New 7 
Orleans company, while serving aS a; 


director of that corporation: ° 


- Judge Charles Stewart of the South- : 


ern District of New York concluded 
that Casey was one of several officers 
and directors of Multiponics Inc. 


. who permitted an offering circular . 
: —a letter to potential investors — to 


‘ be distributed when they y knew that , 


it contained both false and mislead- 
ing information and omitted materi- 
al facts that were detrimental to the 
company’s prospects... 


Casey was a board member and 


secretary for Multiponics, The offer- 


ing circular was part of an effort to~ 


raise capital for the company. . 
The judge's findings ~~ which were. 
‘set forth May 19 in a “memorandum 


decision” that until now: had not * 
been publicly disclosed — represent | 


an outgrowth of a suit filed by unhap- | 


py Muitiponics investors | in October. | 
1974. ~ : cudk 


The charges of stock manipulation. 
leveled yesterday ‘against Casey’ Sy 
friend, Max Hugel, who has resigned || 
from the CIA, do not appear to be‘ 
related to Casey's troubles with the , 
Multiponics investors. | . 

Multiponics was organized inJanu- 
ary 1968 to engage in farming opera- 
tions and agribusiness and in related . 
land acquisitions. The company went,, 

bankrupt in February 1971, after ity 
was unable to raise sufficient financ- “3 
ing to continue operations. A public 


offering, which had been contem- © 


plated, never materialized... , 


: ly on that draft., 


‘papers, are ITT, dn international 


Casey; chairman: of the Securities | 
and Exchange Commission and head | 
of the Export-Import Bank duriag : 
the Nixon and Ford administrations, ; 
refused. to comment ou Stewart's’ 
findings. : 

Casey's attorney, Arnold Jacobs, a! 
partner in the firm of Shea & Gould, 
said that it: would be inappropriate | ‘ 
for the CIA. director’ to comment:| 
because a motion for reargument has | 
been filed. 

“We're asking -him [Stewart] to 
reconsider and we're hopeful he'll ; 
reverse his position,” said Jacobs. 
who is handling Casey’s defense in | 
conjunction with Milton Gould, ne 
law firm's senior partner. 

Jacobs said the offering circular i in| 


question — distributed to investors | 
‘in- October 1968 — was largely: pre-. 


pared: by the now-defunct. invest- 
ment banking firm of DuPont, Glore | 
Forgan. He said Casey relied primari-~ 


The plaintiffs, according t to court. 


investment trust, and: George Mar-~ 
shall Houx and others suing individ- 
ually and on behalf of a class of all 
purchasers..: 6 ir eG FO 9th 423 3 

Aside from Casey, there are seven | 
other defendants — all of whom at: 
some time’served as directors of 
Multiponics. They are Carl Biehl, : 
Stanley Burkley, N. Leslie Carpenter, 
Alfred J. Moran, Lawrence Orbe, 
James Swinny and Joseph Zuccaro. «: ; 

Multtiponics, originally known as ' 
Ivanhoe Associates, was formed by 
acquiring a series of farm properties | 
from the company’s founders in \ 
exchange for capital stock. Casey | 
personally invested $145,614 in the | 


company, and Multiponics, in acquire. 
_ing his properties, took over his 
. nortgage'debt of $301,000. ; 
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Multiponics also assumed the mort- | 


seven so-called operating f. | 
gage debts of all other founders — an | an arin 


two were not operating “at all at the 


amount that exceeded $2.7 million. | time they were acquired. Another’ 
At no point in the offering circular | two were not operating other than| 
were investors informed of the com- for sharecropping (the leasing of the} 
pany’s assumption of the multimil- land to farmers who operate the land: 
lion-dollar.debt of itsfounders. - and keep achunk of the profits). And: 
- Stewart, -commenting -- critically, one was operating at a loss. 

said that because Multiponics had 

stated in its offering circular that the -_ The judge said that the defendants, | 
company was dependent on long- including Casey, contend that the; 
term financing for its growth and | misstatements or omissions in the 
success, a potential investor was par- offering circular about the prior usey 
ticularly likely*to: be interested in of the farms “really had no signifi- 
the indebtedness ofthe company enn) in tse ne he uketihood hat 
under consideration. In a similar: Multiponics would succeed.” is. 
vein, the -judge also criticized the _ He added that ‘the statements con- 
offering circular for what he regard- cerning the scope of the farming 
ed as another: significant omission, | operations assume even greater sig- 
Namely, the sizable amount of ae - nificance when considered in the 
proceeds from the proposed fund- light of the undisputed facts that the | 
raising effort that would be used to | company assumed substantial debt | 
repay loans: made‘ to Multiponics by | when itacquired the property. — ., 4 


‘its officers and directors. . 

In a later prospectus, it was reveal- 
ed that, of about $1.35 million that- 
would be used to retire short-term ! 
debt, $917,000 or 68 percent, would Be 
turned over to company. officials for 
loan repayments. > =o ++ { 

Whether Gasey, who is said by Ja-* 
cobs to have lost most, if not all,.of.. 
his investment, made any: such loans + 
—— OF ‘received * ‘any repayment —-- | 
could” n be immediately, deters ' 

rained. = pee KES 

One “ofthe: “Judge's: most felting! | 
findings-— ‘in. which he concluded | | 
misstatement of facts — centers on- | 
two disclosures in the offering circu- 
lar about the company ’s farm proper- 
ties. In brief: 7. ue 2 AOR sep 

® The company’s. present proper- . 
ties includesever operating farm* | 
units and. two tracts: of as. yet. ne. 4 
cleared land™%..-°! : 

- @ Ivanhoe-Associates -was” ormed 7 
through the merger of.seven operat-" 
ing farm units: and* operated: until ’ 
recently ‘by an experienced group of": 
agricultural, mansgerial and pe . 
cial entrepreneurs... 2's; 2 

However, subsequent prospectuses 
filed by Multiponics in September : 
1969 and July 1970 raise serious ques- - 
~tions about. the validity of these state- } 
“ments, ee Re ee aa es ri 


Those prospectuses: state that of the.. 
OE Pai! ies oh 


| 
| 
i 
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Company, J udg “ 


By Dan Dorfman 


1931 The Chicago Tribune 


A federal judge has ruled that | 


William J. Casey, director of the 
Central Intelligence Agency, know- | 
ingly misled investors in a $3.5 mil- ; 
lion fund-raising effort for a now- 


defunct New Orleans company while . 


serving as a board member and sec- 
retary of the firm. ; 

Judge Charles E. Stewart Jr. of 
the Southern District. of New York 
concluded that Casey was one of a 
number of officers and directors of 
Multiponics Inc. who permitted dis- 
tribution of an offering circular that 
they knew contained false and mis- 
leading information and omitted ma- 
terial facts that were detrimental to 
the company’s prospects. 

‘The judge’s findings, set forth in a 
“mernorandum decision” 
that has until now escaped public 
disclosure, represent an outgrowth of 
a suit filed by unhappy Multiponics 
investors in October, 1974. 

Multiponics was organized in Jan- 
uary, 1968, to engage in farming op- 
erations, agribusiness and the acqui- 
sition of land. The company went! 
bankrupt in February, 1971, after it 
was unable to raise sufficient financ- 
ing to continue in operation. A pub- 
lic offering of stock had heen con- 
templated, but never came to pass. 

Casey, chairman of the Securities 
and Exchange Commission and head 
of the Export-Import Bank during 
the Nixon and Ford administrations, 
refused to comment on Judge Ste- 
wart’s findings. 

Casey’s attorney, Arnold Jacobs, 
said it would be inappropriate for 
the CIA director to comment he- 
cause a motion for reargument has 
been filed. | 

“We're asking him [Stewart] to re-| 
consider and we're hopeful he’ll re-| 
verse his position,” said Jacobs. | 

Jacobs said that the circular in| 
question, distributed to potential in-| 
vestors in October, 1968, was largely | 
prepared by the now-defunct invest- 
ment banking firm of Glore Forgan. | 


May 19° 


j 
{ 
i 
i 
| 
| 
| 


{ 
t 


| 


‘lar were prospective investors in- 


‘to Multiponics by its officers and di- | 


‘or received any repayment could not 


ple of disclosures in the circular 


Casey, Jacobs said, relied a 
on that draft. 

Multiponics, originally known as | 
Ivanhoe Associates, was formed by | 
acquiring farm properties from the | 
company’s founders in exchange for 
capital stock. ‘ 

Casey personally - invested | 
$145,614 in the company, and Mul-| 
tiponics, in acquiring his properties, 
took over his mortgage debt of} 
$301,000. Multiponics. also assumed | 
the mortgage debts of all other) 
founders -- an amount that ex-) 
ceeded $2.7 million. 

At no point in the offering circu- 


formed that the company had as- 
sumed the multimillion- dollar debt: 
of its founders. 
In his findings, Stewart observed | 
that because Multiponics stated in: 
its offering circular that the compa- 
ny’s growth and success depended | 
on long-term financing, a potential: 
investor was likely to be particularly | 
interested in the indebtedness of the 
company. 
The judge also was critical of what 
he regarded as another significant 
omission in the circular — the 
sizable amount of the proceeds from 
the proposed fund-raising effort that 
would be used to repay loans made | 


| 
! 


rectors. 
In a later prospectus, it was re- 
vealed that of some $1.35 million | 
that would be used to retire short- | 
term debt, $917,000, or 68 percent, | 
would be used to repay such loans. 
Whether Casey, who is said by Ja- || 
cobs to have lost most, if not all, of 
his investment, made any such loans | 


be immediately determined. . 

One of the judge’s most telling | 
findings, in which he concluded mis- | 
statement of facts, centers on a cou- 


about the company’s farm’ ‘proper- 
ties. 
The circular said, in brief, that | 
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casey Misled investors on Agribusiness 
Rules 


the company’s properties included . 
seven operating farm umts and two- 
tracts of as-yet-uncleared land, and. 
that Ivanhoe Associates was formed 
through the merger of seven oper. 
ating farm units and was operated | 
until recently by aa experienced : 

group of agricultural, managerial and | 
financial entrepreneurs. 

Subsequent prospectuses filed oa 
Multiponics in September, 1969, and 
July, 1970, raise serious questions | 
about the validity «rf these state- | 
ments, 

Jn those prospectuses, it is stated 
that of the seven so-called operating 
farm units, two were not operating 
at all at the time they were acquired, | 
two were operated bv sharecroppers 
(farmers who lease the land and 
keep a chunk of the srofits), and one | 
was operating at a loss. 

Judge Stewart observed that the | 
defendants, includinz Casey, con- | 
tend that the misstatements or 
oraissions in the circ ular concerning 
the prior use of the farms “really had | 
no significance in. assessing the like- ’ 
lihcod that Multipor:ics would: suc- | 
ceed.” Their reasoning: “The prop- 
erties which Multiponics acquired - 
were selected on the basis of their 
potential for large-sccle ‘aes 
farming,’ ” 

Reiecting ¢ this defense, Stewart as- | 
serted that the extent to which | 
farms were operating at the time the | 
company was formec. would be sig- 
nificant in assessing present earnings | 
capacity and capacity to raise capital 
necessary for expansion. 

He added that “he stercuuents ° 
concerning the scope of the farming | 
operations assume even greater siv- | 
nificance when considered in the : 
light of the undisputed facts that the . 
company assumed substantial debt . 
when it acquired the property. 

The judge’s findings note that the . 
directors of Multiponics were - 
present at a board rveeting on Feb. - 
2, 1968, at which copies of a draft of | 
the offering. were distributed and | 
discussed. 
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served that the defendants do not 


dispute that they knew material 
facts were misstated or omitted. {n- 
ceed, these defendants, he said, were 
personally involved in the underly- 
ing transactions. 

hus, he added, “there is no gen- 
uine issue of fact as to these defen- 
dants’ knowledge of the material 
misstatements or omissions,” 

Presumably, the plaintiffs, at 
some point, will seek damages. Their 
attorneys declined comment. 

‘The plaintiffs, according to court 
papers, consist of IIT, an interna- | 
tional investment trust,-and George 
Marshall Houx and others suing. in-’ 
dividually and on behalf of a class of. 
all investors. 3 Hit 

Aside from Casey, there are seven. 
other defendants, all of whom served 
as directors of Multiponics at some 
point. They are Carl Biehl, Stanley 
Burkley, N. Leslie Carpenter; Alfred 
4. Moran, Lawrence Orbe, James 
Swinny and Joseph Zuccaro.. 
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fi iptece hs 


if Central Ibias Aafia : 


TT alert “amid "alles Saas. 


ueaced An’ ‘dubious stockmarket ee 


: to, restore. its: “reputation,| 


disclosures: and, fongres| 
sional’ inquiries: : : 


manta Hugel, ‘56, ‘ dettied, any f 
“impropriety,, but.. _ said" the |; 
allegations. ‘put’ an vunfair: 
burderm-on: the: CTA: a 


Mr Willem Casey: the. CIA f 
director; -accepted- fe deputy’s | 
resignation “with "deepest | 
regret "cand: < appointed: oMr-} 
John, Stein, a “yeteran igteHi-| 
gence’ officer.’ to succeed ‘him, | 
Thes alfair: “will do, nothing te 
enhance: the.” ‘reputation: ‘of Mr: 
Casey;: for. he’ was. responsible 
“for -Mr* Huget’s appointment: to: 
the. sensi 


i 


~ Intelligence: officials | protested 
‘when: “Mr: Casey’ announced ‘his 
‘choice ‘of’ Mr.-Hugel...for ‘the 
: Deputy! Director for. Operations 
' has-access:- to! the: -American 
Governments’ - closest’ secrets: 
“and directs ‘the C:IA’s networle 
-of: Ua dese oan: ‘agents ar oad: 
‘the. world. Re Las - 
= Bats LMG x asey: ‘ 
President’ ‘Réagar « sthat-! Mr 
“Hugel ‘was ‘aj skilled manager 
“who had’ proved himself-in the 
“election : campaign: - The: CLA 
“chief. alsossaid “he ‘had’ known 
sand: strusted“ Mire Hugel- for: 20 


“aes: 
tars 


Baa Sore, > 


- iis fall from: the past a Depts Dikestor 


oa BEAD rata fae eee. 


“battered by embarrassing ‘yesterday* ‘tat Mr Hugel -had | 


eer thoroughly* screened ‘De- 
fore: his appointment.z es 


ae ” the allegations.. against. ee 


“NETO, ‘taken to- the WASHINGTON | 
‘Post by .twot Brothers, Thomas 
and...Samuel .McNell,.” former 
Walt, Street. brokers. wha, ‘were 
is. business.’ associates..2° 
The 280. baékes to thes. sae 
iotosNoer according to: their 
story, 
| the valite ‘of. shares.in the-New. 
-York wholesale firm- he-headed 
by- deceiving ,investors-; : 
“Several: securities’ eipeels: 


consulted ;about:the. case,.agree 


that Hugel's. participation. in 
these‘ activities, GF ‘true,- would 
be: Jat least-.improper .and 


‘pechaps’ illegal*- the. Wasunyc- 


TON - Posr-reported.: 2 : 


The? 2 McNells *: “admit * their. 
owt: culpability: ‘ins: thesa’ ceca 


vittes,”: -the::-repor: added- 

went on. to:qnuote-Mr Hugel | a 
accusing the. McNels of threat. 
ening hime with ‘blackmail when 
he had tried to-sever the: busi- 
ness connection: with ‘them -and 


collect’ hundreds : “oft thousands- 


of dollars. in: loans. s 
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ie Hugel-tried, to boost 


STAT 


Washington (AP) —Max Hugel, a mil 
lionaire outsider whose appointment 
irked career intelligence officers, rel 
signed yesterday as overseer of the 
CLA’S spy network, hours after a report 
that he slipped inside information a- 
bout a firm he once headed to two Wall 
Street brokers. 

Hugel called the dite gatiows by two 
former business associates Pio 
ed, unproven and untrue.” 

In. a letter of resignation to CIA 
Director William J. Casey, Hugel said 
the charges “become 2 burden which I 
no longer believe is fair to impose on 
the administration, the agency, my 
family. and the- splendid . men and 
women who work with me.” 

Casey accepted the canlenaitaw with! 
“deepest regret’? and immediately 

named career CIA official Joan stem 
as Hugel’s successor. : 


CASEY FIMSELE Beciiie the ae 
ject of controversy yesterday when.a 
federal judge ruled that the CIA chief 
knowingly misled investors in a $3.5 
million fund-raising effort for a now- 
defunct New Orleans company, Multi 
ponics inc., while serving as a board 
member “and pare? of that 
corporation. 

Judge Chartes Stewart of the South- 
ern. District of New York concluded 
that Casey w23 one of a number of 
Multiponics officers and directors who 
permitted distribution of an offering 
circular in conjunction with the fund- 


raising efforts when they expressly 
knew the memorandum contained false 
and misleading information and omit- 
ted material facts detrimental to the 
company’s prespects. ; 

The judges findings—which were 
set forth in a “memorandum decision” | 
last May 19 and had thus far escaped 
public dis sclosure—represent an out- 
growth of a suit filed by unhappy 
Multiponies Investors in Cctober 1974. 

Casey, chairman of the Securities 
and Exchange Commission and head of 
the Export-Import Bank .during the| 


Richard Nixon and Gerald Ford admin- | 


istrations, refused to eomrent on 
Stewart's findings. - an 
CASEY'S ATTORNEY, - Arnold 


Jacobs, a partner in the firm of Shea & 
- Gould, sald it would be inappropriate 
for the CIA director to comment hbe- 
cause a motion fore 
been filed. ~ 


os ee, 


Hugel, 


Mil YORK DATLY 
15 July 1981 


NEWS 


Max Hugel—chiet spy quits Sao 

“We're asking him (Stewart) i. re- | 
consider and we're hopeful he'll re. | 
verse his position,” said Jacobs, who fs. | 
handling Casey’s defense in _conjune: | 
tion with Milton Gould, the law firm’s 
senior partner. 

The Hugel resignation followed a! 
report In The Washington Post on.the 
allegations that he gave the iiee 
information to the stockbrokers, . 

_At the White House, chief spokes:| 
man David R. Gergen said Casey dis-! 
‘cussed the impending Post story last | 
“Thursday with White House Chief of: 
Staff James A. Baker 3d and White! 
‘House counsel Fred Fielding and that! 
Fielding met later with Hugel. | 

Gergen said Hugel was not pres-| 


‘sured to quit: “He resigned on his own! 


‘initiative and ‘with poneuitaten with | 
Mr. Casey.” Be tts | 


GERGEN SAID he snot no 


- official investigation, noting that a 


five-year statute of limitations Applies; 
to the kind of allegatien mace’ against 


-He sald it will be up ‘to Casey to 


"3 Asean check of Hugel had} 


not turned up the allegations., :; f sapes wa 


s ak . 
AL Casey-—Cia Girector | is cited | 
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‘Although ~ the - “CA “does “not! 
announce in-house appointments, it: 
was learned In mid-May that Casey had} 
selected Hugel, a féyearold’ New 
Hampshire executive -vho had worked 
,with Casey on Ronalc Reagan’s pres-| 


‘Idential campaign, to 3e deputy direc- | 


tor of cperations. 4 
As “DDO,” Hugel. whose ‘intellt 
gence background was limited to some | 
‘postwar work with the-Army in Japan,: 
was in command of the agency's. clan-: 
‘destine service... That made: him: ree 
sponsible -for intellicence-gathering | 
around the world. and for’ the CIA's} 
most delicate work—coyvert operations, | 
such as supporting guerrilla fighters4 
im some countries or attempting toj 
influence foreign politicians. aa Het 
ee xf 


STUGEL RELEASED x statement | 
Bons xv night through his lawyer, 
Sudah vest, that said he had “never: 
made a cenny of unlawiul profit or! 
done an hing. else to bring discredit! 
upon 3y company, my. family, myself! 
or the 3 sited. States.” oe 


@ 2009741 /28 TOTAVRDPD 1080801 RODD donate York oS 


CONTI iNUED 


STAT 


seks 


‘ Figs ee “mw * 


F-cin. Toure ‘Ais Sanices™ ~ 
' WASHING TON—-Max Hugel, the CIA's 


spy chief, resigned Tuesday hours. after 
the Washington Post said he had. once 


illegally supplied two Wall Street stock-J- 


brokers with advancé inside information 
about a firm he headed. 

‘The Centrat Intelligence Agency said in 
a press release that Hugel denied the 
report, which concernecvhis activities be- 
fore joining the CIA,- but that he con- 
cluded the allegations “have become a 
burden which he believes is no longer fair 
to impose on the agency and the men and 
women who have-worked with him.” - 

Hugel, the agency’s deputy director for 
operations, had released a statement 
Monday night through his lawyer; Judah 

Best, that said-he had=‘‘never made-a 
penny of unlawful profit or done anything 


else to bring discredit upon my company,, 


my family, myself, or the United States.” 
CIA Director William J. Casey im- 
mediately appointed John Stein, a. veter- 


Max Hugel ae 


Statement 
issued . 
through faw- 
yer denies 
Washington - 
Post charg- 
es. 


Suicieuaton _&§ 
wa UPI 


said: 


_ he believes is no longer fair to impose on 


1981 


an intelligence career oiler’ as’ Htigel’ Ss 
poenen Feploremients: ae statement 


: HUGE L JOINED ie CIA ‘only. in 7 heb- 


‘ruary as Casey’s personal choice for the 


key position of cet of the aoc $ clan- 
destine services.. - 128 
A CIA statement said: 

’ “Mr. Max Hugel, CIA’s assay directo 
for operations; today tendered his resig- 
nation. Mr. Hugel said he-had concluded 
that, although allegations made in re- 
spect to certain business activities seven 
years ago are unfounded and untrue, the | 
allegations have become a burden which 


the agency and the men and women who - 
have worked with him. 

“Mr. Hugel wishes to emphasize that 
the allegations against him concern his 


private life and have no connection what- 
soaver with his ‘association with cis or to 
its activities.” - : 


THE POST quoted New York beoiiers 
Thomas R. MeNell, 49, and Samuel F. 
MeNell, 47, as saying they’ and Hugel 
participated in a series of prohibited 
practices in 1974 to promote the stock of 
‘Hugel's electronics company, Brother In- 
ternational ‘Corp. ' - 

They said Hugel gave them: inside in 
formation about the company’s potential 
earnings in advance of disclosure to other 
investors and improperly funneled 
$131,000 to their Riokeraey ss aa 
Securities. stat 


The newspaper said the appointment of 
Hugel, who worked in President 
Reagan's election campaign last year as 
an organizer of ethnic groups, surprised | 
-top White House aides. po 

Hugel told the Post in ‘an interview 
Friday that the brothers tried to “‘black- 

" mail’ him when he attemped to sever 
business. dealings with them’ and collect 
-several hundred thousand dollars he con-| 


ao 


tended they owed Abr. 2 3. 


“pointed that this newspaper has deter- 
‘mined to lend its credi: and dignity to the 


“McNeil brothers.” - 


anything else to bring discredit upon my 
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CHICAGO TRIBUNE 
15 July 


Fleas “ 04 


“THE STATEMEN™ Hagel released 
Monday said he was “deeply disap- 


accusations of two men such as the 

“The fact of them atter—and this is 
incontrovertible—is tiat I have never 
made a penny of unla:sful profit or done 


company, my family, myself, or the} 
United States,’’ it said. 

Best acknowledged that Hlugel, 56 
joined Samuel MoNell in 1974 in an in. 
react that turned rut to be unprofit- 
ade 
- But the lawyer said the CIA’s extensive 
pre-employment background investiga-- 
tion gave Hugel a clean bill of health, | 

“He was independently wealthy then | 
and now,” Best said. “He's not subject to 
influence or greed. That’s what fate 
him a good appointment, and that's what | 
makes this all absurd ”* 

CIA :spokesman Dale Peterson’ ‘gleo. 
noted that Hugel had been investigated! 
extensively before his appointment. - | 

: ees 


Pwd mee 


See SOE Ae 
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RADIO TDERERGRTSe mesons 


4701 WILLARD AVENUE, CHEVY CHASE, MARYLAND 20015 656-4068 


FOR PUBLIC AFFAIRS STAFF 
PROGRAM CBS Evening News STATION WOVM=-TV 
CBS Network 
DATE July 15, 1981 7:00 PM | CIly Washingten, DC 
SUBJECT Senator Goldwater Calls for William Casey's Oustcer 
DAN RATHER: President Reagan says he wants Will am 


Casey to remain as CIA Director in spite of newly disclosec 
information that a federal judge ruled Casey knowingly mis ed 
investors in a financial deal more than a decade aqo. 


But on Capitoi Hill, as Robert Schakne reports, ~here 
is some feeling that Casey must go. 


ROBERT SCHAKNE: Chairman Barry Goldwater of the Senate 


Intelligence Committee has been telling fellow senators tocay 
that Willtam Casey will have to go as Director of the CIA. Gold- 
water, who will not discuss the matter with reporters, is ces- 


cribed as being very angry at the way Casey has been runnitg the 
CIA since January, and in particular at Casey's appointmen: of 
Max Hugel as Chief of the Clandestine Service. 


Other senators, speaking privately, say that witt Gold- 
water's opposition, Casey's job is iInigrave jeopardy. One senator 
says there its a consensus that under Casey's directorship ~he.ClA 
had become too politicized, that career professionals had teen 
passed over in favor of political appointees, and that the Hugel 
selection was a reflection of Casey's bad judgment. 


Both President Reagan and Vice President Bush sa d that 
the CIA Director stiitl had their confidence. 


PRESIDENT RONALD REAGAN: There's no controversy. | 
have comptete trust in him. 


REPORTER: [ Inaudible _| 


PRESIDENT REAGAN: Oh, no. 


ae ne a eS oe + Ho 


OFFICES IN: WASHINGTON D.C. @ NEWYORK @ LOSANGELES © CHICAGO @ DETROIT @ AND O'HER PRINCIPAL CITIES 
Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6 


Moteral suppiled by Radio TV Raparts, Inc. may be used for file and reference purposes only. It may not be reproduced, sokd or publicly demonstra'ed or exhibited. 


Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6 
2 


SCHAKNE: Members of the Intelligence Committee say 
that President Reagan has a logical successor to Casey in Admiral 
Bobby Inman, now the CIA's Deputy Director. Inman enjoys bipar- 
tisan support, and in particular the strong support of Sen3*or 
Goldwater. 


One committee source said that Casey was a victim of 
a rebellion by CIA professionals, or, as the source put it, the 
CiA bureaucracy. The bureaucracy, the source said, wanted Casey 
out because of the Hugel appointment, and is delighted with the 
events of the past two days. 
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signed. aoc Eee bl 
Stine. activities- for. the Cen tral. Inteb=s 


igerices ASAT “wake? oe 


Si years ago: + : 

Zuthe: sresiemation: "of: “Huge 56; 
* lfzmade~ Brooklyn’: “blisinéssman. 
s Sand reputed “millionaire;. Ws forced: 
“by the White House. It ‘marked: thes! 
first:time in the: CIA's 34-year his=*: 
story: ‘thatar top eeu has‘ left be=-: 
Se: : eto his: pee i 


fk, Huge: Wwaslaclose-fri 

“‘Director: Willian: Caseyand:had-: 

“helped Casey! rut ‘President? Rt a | 

epan's s‘successtule election’ campaign’: 
vast! falls Ir aHetterto ‘Caseyzmadea 
“public. Tuesday, - ‘Hugek said allega}> 
«tions of stock® ‘manipulation* ‘made 
Jagainst’ him by. two former’ “Assdci-ai 


yates” ‘were* a unfounded, eo ope 4 
eee iis 


Chis’ names Sadie 9 wast’ “important eee 
‘ “out: Hugel’ off: “quickly” because they 
charges of stock fraud: ‘by ‘two 'for-z, 
‘mer. Wall Street prokers= first’pub=s 
“Jisheck ‘Tuesday-in: the! Washington 
Post, hac damaged ‘Hugel's. credibik= 


ee ae 
5 “ = 
Paes oe 
TN ett bho iees 


wt Casey accepted:tiune V re 
3“tion with: ‘deepest. regret va 
: S-mediately named career LAY officrabe 
“John Stein as his successor Si 
"23 Casey. “concurred Sim. the: White" 
“Houses -yiew:that: Hug al had.torre 
e sign another Administra vion officiz La: 
\gaid--Howevers: because: Casey: ha Le 
= rhired’ bugebias'ajtco: assistant last. 
plan uaryracd had/promated. hire Ae 
‘May. as chief of world: declandes- ; 
Minesacthvities, Hugel’s fal, seemed | 
tospelbtrouble fouCase* as.welk 
particularly; Te ewan. a 
efor oases specalsesias sa formes -| 
t 2. chairnan.ofi the: Securities and Ex-:+| 
i g Commission s«luring: pihe ai 


ichare Lp Nixon ; fAd dministration, * ms 
ee was, as ce io” ‘Be Senate 


2S ee pris ae 
gosh Rank: A aten. 


ie ugel’s: ‘appointment- was a mat: ‘ 
S erofcontroversy-atthetimedinwas 1 
Smade> “with several: ‘members of the-’ 
intelligence 7 “ community: charging © 
rthat’ Hugel's. lackwolexperience.dis- > 
Squalified *him? “for =the ~postCord . 
EMeyer, avformer CIA’ official “who - 
= nows-writes * -avnewspaperycolumn;« 
ei weotesa At. the:time: Abatethstintels + 
‘Nigénee agency was ‘stdnned. this+ 
nweek: ‘by-the-selection--Of -a rank 
amateur: to mh ad: its. suost-sensiti vee 


ag oe 


OM ever: “said: “feel they: recognized; 5 
“their-mistake andiumoved quickly to: 
“repaitsity L.thought Caseyswasitac 
tgingiazery-long: gamble. putting chim? 
inathatzjob .betause:ot- hisiinexper*: 
“ences! perhaps ainitinnecessary ones 
E gbecause:there: iweressomany-quali-” 

fied imenstosfillaty- Meyercsaids he- 
bee elieyes the ACAD troops will: be: 


sewellpleased-withSteir “Aesrin sy 


CONTINUED 


Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6 


Approved For Release 2005/11/28 : CIA-RDP91-00901R000#00180011-6 
NEW YORK PIMES “ 


RTICLE APPEARED i 1 
0 15 JULY 1931 


on PAGE_4#7—-Z__! 


Pa . F } BWI _ | leans industrialist; Lawrence F. Orbe 
at udge Asseris Casey, i) Tae kind of suit in which Mr: Casey is} 2d, a New Orleans igvestzuent banker; 
’ ~ a defendant is a comynon action by in-| and James H. Swinny, a Natchez busi- 


Cc 7 A. Chi ef, Misled “| vestors against officers of a bankrsot | aessman. All ave defendants in the law- 


“24 company. ‘This ig your garden-variety | suit. 


7 | Casey had donenothing wrong. .. 


a x 2). 9gv9 {jawsuit that any businessman-lawyer| | Ajter incorporation in 1988. the com-| 
Stock Buyers 372 68 might run into in the course of nis ca-| pany made a private investment offer.’ 
: ; J ( veer,” Said Wallace L. Timmeny, WHO | ing of 35,000 units cvasisting 6? 3100 pas| 
7 “. » thas handled pee? sors) for the Wash-/ value sucordinated debentures, shares! 
es ington law firm of Xutak, Rock & Huie.| of common stock ard warrants to pur-! 
By PAULL. MONTGOMERY: <.: | Thatisabsolutelyit."". | chase additional svares. in 159 and! 
Wittiam J. Casey, the Director.of Cen- Multiponics, formerly called Ivanhoe: azain in 1970, the company revisterad a! 
tral Intelligence, .-knowingly partici. | Asscciates,. was incorporated in Lela-} public offering of stock with tha Securi-i 
pated with several others in an-invest- ; deka 1968. It pene oot acne ties and Exchange Commission, which} 
ment offering fora farming company in | Of Suyoean, rice, Colton and corn land in| Mr, Casey then headed, but the offering: 
a Cash ote He ced misrepresented H Louisiana, Mississippi,’ Arkansas . and | was never act-"liy made and the com-! 
facts’* to investors, according to.aFed- ‘Florida assernbled by the company’s | pany soon +. .came insolvent. It is the! 
i District C fe rt decision “handed” founders, including Mr. Casey. Among difference between the language of the! 
hee wow Gage. the other founders were Stanley =. | private offering and the preposed public! 
“down In May. Judge “Burley of Natchez, Miss.; N. Leslié | offering that forms much of the dispute 
The ruling on May 39 by Judge ‘Carpenter, an investment banker from | in the Jawsuit brought by investors in 
Charles -:E. Stewart Jr.. of the. Federal ‘Natchez; Alfred 3. Moran, a New Or- the original 35,000 units. 


District Court in Manhattan named Mr. ©". sini st According to Sudze Stewart's ruling, 
there were several important omissions 


Casey as one of the officers and promot- |” 


ers of Multiponics-Inc. who was respot- 
sole tor the misleading offering.“Mr. 
Casey was: thenya_private lawyer:and 
was listed as the-secretary-and a direc. 
tor of the company. The company went’ 
into bankruptcy proceedings in 197! and 
isnowdefunct. © 0 ureter rete 
Judge Stewart’s decision, whictr was 
based on documents and admissions by 
the defendants, including Mr.’ Casey, 
wa part of'a drawn-out lawsuit in which | 
disgruntied investors aré seeking to re- 
coup their losses. Many other issues in 
the case, including damages, remain to 
be litigated, and Mr. Casey’s lawyers 
are seeking a reargument of the portion 
decided by Judge Stewarto77 "7. 

One of Mr. Casey's lawyers, Arnold S. 
Jacobs of the firm of Shea & Gould,-said 
yesterday that his client was “taxing 
the position that-he ‘did not violate the 
Federal securitylaw.” i::-. 00> 

“Mir, Casey was a passive.investor’” | 
who was:notsdirectly involved.in the’ 
‘management of: the company, said Mr.: 
Jacobs.-'He lost-a lot of- money in the 
company, virtually, all of his invest- 
ment.” Mr. Jacobs-is representing Mr. 
Casey with Milton Gould, the firm’s sen- 

idorpartner.. oe a OP 
A spokesman Yor the C.CA, said that 
Mr. Casey had no comment on the case. . 
Mr. Caey’s involvement with Multi- 
ponics and the subsequent lawsuit came 
up in 1973 in Senate confirmation hear- 
ings on his appointment as Under Secre- 
| tary of State for Economic Affairs. Mr. 
Casey, then chairman of the Securities 
and Exchange Commission, © denied 
wrongdoing and said, ‘It’s a question of 
a business decision.’’ Senator Jacob K. 
Javits said later he was satisfied Mr. 


5 era 
LES A PNAR aalk ael Rey | 


or mistatements in the private offering,| 
later corrected in che public offering. 
The private offering implied that the 
seven farms that made up Multiponics| 
were operating and profitable, whereas 

| the later statement acknowledged that 
two farms were not operating at:the 

| time they were acauired. two were only 

| being sharecropped, and a flith was op- 

| erating at a loss, 

An omission cited by the jucige in the! 

j original offering concerned the terms 

; under which Multivonics acquired the 

| farms from its founders. The private of- 

; fering did not mentten that the company 

had taken over the mortgages of the 

| farms, creating considerable built-in in- 

| debtedness. This was acknowledged in 
the proposed public offerings, 

; Mr. Casey, according to the court 

: papers, was part owner of three of the 

- Seven farms when they were sold to Mul.-|. 
tipenics, and received Multiponics se- 

, Curities in exchange, According to thel’ 
_Tecords, he invested $145,614 in the land, 

. the largest single investment among the 
founders, _and .Muitiponics . assumed 
$301,000 in mortgages while issuing him 
§5,973 shares of stock. .. .. eis 

Aiter reviewing the evidence, Judge 

Stewart concluded: -- .. Poa aes 
_. "In sum, there is ro genuine issue of 

imaterial fact that. the offering state- 

‘ment omitted and misrepresented facts 
that wou'd have been material to a rea. 

-sonable * investor. in. - determining 

pes tO-'; purchase Multiponics 
stock.” - : PRM, Gua ek 


tty 
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THE WHITE HOUSE 


Office of the Press Secretary 
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PRESS BRIEFING 
BY 
LARRY SPEAKES 


July 15, 1981 
The Briefing Room 


11:10 A.M. EDT 


MR. SPEAKES: The President today is announcing his 
intention to appoint Donald Eugene Santarelli to be a member of 
the Board of Directors of the Overseas Private Investment Corporation; 
Carlos C. Campbell to be Assistant Secretary of Commerce for Economic 
Development Administration. 


The President's schedule is continuing now with a meeting 
with members of the small business community and they will be in 
the briefing room at the conclusion of this briefing for radio 
and television coverage. At 11:30, a meeting with James 
Roosevelt to discuss the 100th anniversary of his father's birth 
and celebrations, observances around that. At 12:00 noon, meetings 
with U.S. ambassadors. We've put out this list and they are U.S. 
ambassadors that are departing for overseas duty. The President 
will be in the residence after 12:30 this afternoon working on his 
briefing books for the Ottawa Summit. 


We are handing out a notice to the press regarding the 
Ottawa Summit. Tomorrow's briefings other than the regular White 
House briefing are the 10:30 a.m. briefing by senior administration. 
officials on non- -proliferation and a ‘presidential statement that 
will be handed out -- a written statement at that time. 


Q Where will that be? 

MR, SPEAKES: Pardon? 

Q Where is that? 

Q Will you have all the documents there as well as -~ 


MR. SPEAKES: Documents will be in both places. Is that 
going to be in 450, Mort? 


MR. ALLIN: 450. 
MR. SPEARES: 450. 
Q Who's going to brief? 


MR. SPEAKES: We are not firm. Yes, it's senior administra- 
tion officials but it's reportable for immediate release. And the 
briefing on the Ottawa summit will be -- it looks more like 3:00 
now tomorrow, room 450. Secretary Haig will brief for radio and 
television coverage followed by background briefing by administration 
officials from the White House, State, and Treasury who have been 
involved in summit preparations. The regular White House briefing, 

I presume, tomorrow will be at 12:00. 
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MR.SPEAKES: I think the President would remain in town 
until Congress acts, yes. 


Q Was Howard Baker reflecting a conversation he had 
with O'Neill? 


MR.SPEAKES: Yes. 


Q In which O'Neill said, “You can have one or the 
other, but not both"? 


MR. SPEAKES: I'm not sure that -- I don't know how that 
came about, but it was basically that. You sum it up very well. 


Q Take your pick? 


MR. SPEAKES: Yes. Or if there was a choice, I'm not 
sure how, how it actually came from Baker to -- 


Q When you indicate that O'Neill backed off slightly by 
saying he was willing -- 


Q Slightly? (Laughter.) 


Q What makes the President think that Speaker O'Neill 
can come through on such, even if he made such a committment, given 
the way you have all these hundreds of people on the conference 
committee, and it's a really complicated thing? 


MR. SPEAKES: Well, I don't know, we -- 


Q He hasn't been notably successful in producing everything 
he's promised until now. 


MR. SPEAKES: You have to take the Speaker at his word. 
He's a strong leader. 


Q Did the President offer the Speaker anything in 
return for this speedy action? 


MR.SPEAKES: No. 
Q Cuff links? (Laughter.) 


Q "Xou. get the other one when. they're on my desk", (Laughter) 


Q Larry, this is something the President's 
been hammering and hammering at this theme in public remarks and so forth. 
Are you Claiming this as a big victory, having the Speaker's committment? 


MR.SPEAKES: No, I just merely state the facts. 
Q Are you through with your announcements? 
MR. SPEAKES: Yes. 


Q Well, in that case, let's ask you about Mr. Casey. 
Yesterday, you had the White House press office said the charges against 
Mr. Casey in the Multiponics case had been raised during his confirmation 
hearings going all the way back to 1971 with the Securities and Exchange 
Commission. It develops, according to our information,. it was not 
raised in 1971, it was not raised in the Export-Import Bank 
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hearings, it was not raised in the public record during his confirmation 
for the CIA, although it was raised by staff. Could you respond to that? 


MR.SPEAKES: Well, the response is that this information 
was provided to the President's council on the disclosure forms that 
we're required to -- all federal appointments are required to complete. 
There's a subject on pending litigation. That was listed there. 

There were discussions with Fred Fielding regarding this and other 
Matters. It presumably could have been a part of the FBI investigation 
since these forms are provided to the FBI. This material is turned 
over to the Select Committee on Intelligence that conducted Director 
Casey's hearings. So the matter was there, whether it was raised in 
public hearings, whether the committee was satisfied with it, and 

the staff was satisfied with it, they did not raise it. I don't know. 


This information, according to -- according to 
Fielding's recollection, had at least been a matter of discussion, 
in '75 at the Ex-Im and in '73 at the Under Secretary hearings. 
And as I said eariler, certainly the President retains full confidence 
in the Director of the Central Intelligence Agency. 


Q Why is that? Why does he retain full confidence after 
the Judge ruled as he did in May? Because during the confirmation hearings, 
there had been no court decision in this case. 


MR.SPEAKES: That's true, Sam, he does. That's his 
statement. The matter is still subject to further appeal within 
the court system, and I don't want to get involved in the merits of 
the case. 


Q But does the President, or does anyone in the White House 
question the wisdom of Mr. Casey putting Hugel's name into nomination, 
after only the most cursory, apparently, of background checks? 


MR.SPEAKES: First of all, it was a CIA appointment, 
not a Presidential appointment. 


Q Yes, but does the White House question the wisdom 
of Mr. Casey's action is what I'm asking? 


MR. SPEAKES: No. 


Q Let me pursue the court business. While this has 
not occured yet, as I understand it, eventually there would be a charge 
of criminal violation in this case. Why not ask Mr. Casey to step 
aside until it has been fully adjudicated? 


MR.SPEAKES: Well, Sam, we have elected not to do that 
and the President, once again, has expressed his full confidence 
in Director Casey. These matters have been raised several months 
ago within the White House, and they have been discussed in detail, 
and the decision was made first to submit the nomination to the 
Senate, and it was subsequently confirmed. 


Q How far will the President back Casey? 
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If the court re-hearing results in the finding similar to the one 
in May, will you then continue to back him? 


MR. SPEAKES: Sam, we'll just wait and see what happens. 


Q When did the White House learn of the Judge's 
decision on the Casey matter? 


MR. SPEAKES: The President learned of it yesterday 
afternoon when news accounts appeared on it. I do not know if 
anybody else in the White House knew it earlier. I don't think so. 

Q Presumably Casey would have known about it. 

MR. SPEAKES: Presumably, yes. 


Q He didn't tell anybody at the White House about it? 


MR. SPEAKES: Not that I'm aware of. I could check 
further to see if I could turn up anybody that was aware of it. 


Q It's been a matter of public record since eas 
Q Nobody paid any attention? 

Q I didn't know about it. 

MR. SPEAKES: No, Sam didn't know about it. 

Q Larry, you said, “We have elected not to ask Mr. 


Casey to step aside." Who is "we"? 
MR. SPEAKES: The President. 
Q When did he make that determination? 


MR. SPEAKES: He made it yesterday afternoon when these 
matters were raised and he continues the determination as of this 
moment. 


Q So, he made a formal decision yesterday that Casey 
stays? 


MR. SPEAKES: Yes. 
Q Did he talk to Casey yesterday about this? 


MR. SPEAKES: He did not talk to Casey. Casey was here 
yesterday, but they did not discuss this matter. And, as of about 
10:30, he had not called Casey and I'm not sure whether they've talked 
or not. 


Q Did he talk to Casey without discussing this matter 
yesterday, Larry? 

MR. SPEAKES: They talked about matters that involved 
national security and there were others present. So, that was not 
a subject on the agenda. 


Q But Larry, this is quite a serious thing. Do you 
have any idea why they didn't discuss this issue. It's kind of 
pressing, isn't it? 


Q Was it before the President was told about it? 
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MR. SPEAKES: It could well have been because this 
meeting was one of the national security groups and that was at 
1:45 yesterday. 


Q Larry, in light of what we think we know now about -- 
the CIA background check appears to have been a rush-order, seven-day 
job. Is the White House is still taking the CIA's word for it that 
this check was thorough? 


MR. SPEAKES: Yes. I think the seven-day check you 
referred to--if I read the paper correctly, it apparently was a check 
that continued over several months while Mr. Hugel was in various 
positions at the CIA. 


Q Do you take Hugel's word in his contention that 
charges are unfounded, Larry? 


MR. SPEAKES: That's his statement, Lester. Mr. Hugel 
has resigned and -~ 


Q How do you feel? What does the White House feel, 
Larry? 


MR. SPEAKES: Mr. Hugel has resigned and we've expressed 
our opinions extensively here yesterday. 


Q Larry, who was in on the President's meeting on 
which the President decided to keep Casey? 


MR. SPEAKES: I don't know. 


Q Is the 1953 Executive Order on Qualifications 
for CIA Posts still enforced? 


MR. SPEAKES: What does it say? 


Q It says that anyone who makes misrepresentations 
or false statements does not qualify for a sensitive position in 
the agency. 


MR. SPEAKES: I'm sure it is still enforced. We'd have 
to check and see if there's been any change in it since 1953. 


Q Has anybody at the White House talked to Casey 
about this May court ruling? 


MR. SPEAKES: I don't know whether there have been 
conversations or not. I don't know whether Fielding or Baker or 
anybody along those lines have talked to him. 


Q Well, how could the President make a decision to 
keep Casey at the moment without haven't discussed it with him or 
having someone at the White House discuss it with him? 


MR. SPEAKES: This has been a matter that is in our 
discussions with Casey prior to January 20th. 


Q But not this court ruling? That's what we're 
asking about -- the May 19th court ruling? 


MR. SPEAKES: It's true, but the pending litigation was 
definitely discussed, yes. 


Q Yes, but a judge has made an initial finding. 
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Q Mr. Casey and his colleagues are appealing it, asking 
for a re-hearing, as I understand, but the finding is on the record 
and it goes against him, saying that he knowingly participated in 
withholding information from investors that they had a right to know. 


How can a man like this be in a sensitive post like CIA 
Director without some trepidation here at the White House? 


MR. SPEAKES: I asked the President and relayed to you 
his view and that is his view. 


Q Larry, on Hugel, how is it that the President has 
not had his opinion of Casey changed at all by Casey's judgment in 
choosing Hugel in the first place and then putting him in the number 
two job over there? 


I mean, is this the kind of judgment he hopes all his 
people would use in -- 


MR. SPEAKES: When the matter of Mr. Hugel came up, 
he resigned, and the President -- 


Q But that's not what I'm asking. I'm asking about 
the original decision to put him in that post with all the questions 
that were raised about his qualifications then and then number two 
with what came out later? 


MR. SPEAKES: The President has expressed his viewpoint. 
I don't know how I can go beyond that. 


Q Is it true that Jim Baker suggested to William Casey 
that Hugel ought to go or resign or something like that? 


MR. SPEAKES: Sam, I've seen those reports. I think 
there was a telephone conversation, but as I understand it, and 
as we said here yesterday that there was no -- it was on Mr. Hugel's 
own that he decided to resign. 


Q That wasn't the question. Did James Baker suggest 
to William Casey that Hugel ought to resign? 


MR. SPEAKBES: I don't. know the answer to that. I think 
Baker is quoted in the newspaper this morning and spoke directly 
to a reporter yesterday which he said he did not. 


Q Was the administration prepared to ride this out 
with Hugel had he not resigned? 


MR. SPEAKES: Well, he resigned. 


Q Yes, but I mean, there was no command decision that 
he should go, is what you're saying? 


MR. SPEAKES: The matter never arose, Helen, since he 
did resign. 


Q The matter never arose? 


MR. SPEAKES: The thing broke in the paper at whatever 
time it hit your doorstep yesterday morning and -- 


Q No, you knew about it the previous Wednesday or 
Thursday. 
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Q By your own admission, you knew about it the 
previous Wednesday or Thursday. 


MR. SPEAKES: I'm being a little facetious. We did 
not -- that matter never came up in that context as to whether to ride 
it out or not ride it out. 


Q The press reported this morning that the White 
House was prepared to ask for his resignation from Casey if it had 
not been forthcoming. Do you have any insight on that? 


MR. SPEAKES: Once again, the man resigned so he resigned. 
I'm told here that Baker says "no" on that. 


Q James Baker says "no" about what? 

MS. SMALL: Baker says "no" about the report late 
yesterday. He said he did not -- there was a report in the press 
yesterday,in a local newspaper,that it was at the instigation of 
James Baker that Casey had him resign and Jim said late yesterday 
as soon as he saw that report in the paper that that's absolutely 
not true. 


Q And we're not playing with words about whether 
he asked or suggested or hinted or -- we're not doing that? 

Q And it wasn't Mike Deaver that did it? There's another 
report that -- 

Q The President said, in talking about the Hugel 


case, stressed that only allegations had been raised, that the man 
had not been convicted, that there was not proof of wrongdoing on 
his part. Is it the standard of this administration to keep in 
office any official so long as no formal conviction or proof of 
misconduct has been established? 


I'm just asking because I think it's a fair question. 
And what is the philosophical or ethical standard for maintaining 
in office public officials in this administration against whom serious 
allegations have been raised but not finalized in the legal sense? 

MR. SPEAKES: Have we had another case? 


Q Well, Mr. Casey may be a case. 


MR. SPEAKES: We've stated our position on Mr. Casey 
and Mr. Hugel resigned and I don't know of any others. 


Q Well, Mr. Casey, at least at one stage in the 
judicial process, has been found to be culpable in apparently 
a serious financial allegation of serious financial wrongdoing. Is 


it the President's philosophy or bélief that officials should be 
maintained in office until the legal system is exhausted? 


MR. SPEAKES: I don't want to make a general statement 
as a matter of policy, but in this case it's obvious what we're doing. 


Q Well, are you making decisions on a case~by-case 
basis or is there an overriding standard by which all officials are 
to be judged? 


MR. SPEAKES: I don't really know how to answer that. 
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think, inasmuch as public integrity, on the part of government officials, 
has become a running issue over the years, as you well know. 


MR. SPEAKES: We have only the one case that you raise 
on Mr. Casey in this administration and the President's made his 
decision in this case. 

Q Larry, so it is a case~by-case? 

Q Did he offer to stand aside, today? 

MR. SPEAKES: I don't think they have -- 


Q Did he ask at all? 


MR. SPEAKES: No. They have not talked and I don't 
think he has. 


Q You're saying then that it's a case-by-case decision? 
MR. SPEAKES: We've only had one case. 
Q But what if you have a third and a fourth and a fifth? 
MR. SPEAKES: When we get there we'll make that decision. 
Q What you're saying, Larry, is there is no general 
standard that applies to everyone in this administration whether or 
not there is a present case? .I mean, don't you have a plan, a policy, 


that automatically applies in cases such as this when they arise? 


MR. SPEAKES: Bill, they vary from case to case and 
some allegations are more serious 
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than others. Some have more substance than others and I think we 
have a high ethical standard in this administration and it has been 
adhered to generally throughout the administration. And, yes, we 
will address them on a case-by-case basis. 


Q Larry, on that point, don't you think the case 
against Mr. Casey has more substance than the case against Mr. 
Hugel in view of the fact that there is a judicial ruling against 
Mr. Casey? 


MR. SPEAKES: The case against Mr. Hugel never got that 
far along because he resigned. 


6) I wasn't asking about the Hugel case. I was asking. 
about the Casey case. 


MR. SPEAKES: I don't want to make comparisons. Mr. 
Hugel resigned. The President has expressed confidence in Mr. 
Casey and that continues. 


Q What if an appointee were to be indicted? Would 
he be expected to resign then? 


MR. SPEAKES: That's a "what if." None have been. 


Q Well, are you prepared to deal with that with a 
policy in place as soon as a question like that arises? 


MR. SPEAKES: We would surely take it up with the White 
House counsel and appropriate counsel and -- 


Q You mean there is a question about what action 
would be taken in the case of an indictment? 


MR. SPEAKES: Bill, it hasn't happened yet. That's what 
I'm trying to say. We would discuss it at -- 


Q But don't you have a standard, however? 
MR. SPEAKES: We have high ethical standards in this 
administration and few, if any instances, have they been called 


into question. 


Q But the height of these ethics varies with regard 
to the case. Is that what you're saying, Larry? 


MR. SPEAKES: What? 

Q You say you have high ethical standards, A. B, 
you say you're going to deal with it on a case-by-case basis. Therefore, 
the standard of ethics varies up and down. Is that correct? 


MR. SPEAKES: No. 


Q Well, then, can you explain what it is? I think 
we're all puzzeled, Larry. 


MR. SPEAKES: Lester -- 


Q I don't understand, Larry. If you have a standard, 
if a standard is a standard, it means it is standard. (Laughter .) 
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MR. SPEAKES: Look. I brought this all the way from 


California for you. (Laughter. ) 
Q Let the record show there is a flyswatter in hand. 
Q Larry, what about this? Do you have some kind 


of standard and if it is a standard, it applies uniformly, it 
appears to me, rather than on a case-by-case basis. That sounds 
like the State Department, Larry. (Laughter. ) 


MR. SPEAKES: Thank you, Lester. 

Q One other question here, Larry. The difference 
between the Hugel and Casey matters may be significant in that 
Mr. Casey has already undergone part, at least, of the judicial 
process. There's alsoa difference in that Mr. Hugel was not a 
close personal friend of the President. Mr. Casey is and has 
been for some time. Is an individual's personal relationship with 
the President a factor in deciding these case-by-case matters? 

MR. SPEAKES: No. 


Q In other words, the President has the same ability 
to judge individuals that he doesn't know and hasn't known as 
he has judging individuals whom he's known for some time? 

MR. SPEAKES: Yes. 

Qo Well, that's remarkable. 


Q Did the President see Mr. Casey's FBI file before 
he was appointed? 


MR. SPEAKES: I don't think the President looked at it. 
I think it was reviewed by Fred Fielding and the President was 
briefed on it. 


Q Larry, does this administration have guidelines 
written down, ethical guidelines. 


MR. SPEAKES: There's quite a legal, ethical standard 
that's laid down since 1973-74. 


Q Does this administration though have its own legal 
opinion as other administration's have? 


MR. SPEAKES: I don't think we have any written guidelines. 
I think that gets to the heart of your question. 


Q You have no guidelines? 


MR. SPEAKES: No written guidelines but if you would take 
a look at these forms we fill out before presidential appointment -- 


MS. SMALL: In the beginning we got. all that stuff -- 
the Code of Ethics. 


Q That's the law that you got. 
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Q Is there or is there not some guideline or some 
legal opinion? You said no and then -- 


MR. SPEAKES: As I've tried to say, there are a whole 
series of laws and we certainly comply with those laws. We comply 
with the disclosure laws. They're quite extensive and yes, we do 
have some -- I don't know whether they're written. Maybe we did 
receive a packet of material when we can aboard here. 
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MS. SMALL: I think it was the law on that. 
MR. SPEAKES: That's what I'm trying to say. 


Q Does the President subscribe here to situation 
ethics, Larry, in this packet? 


MR. SPEAKES: I'm handed a note that I surely want to 
correct a misimpression that there was a need for a presidential 
decision about whether to ask Casey to step aside or remain. There 
was not an up or down decision. The President immediately decided 
that he had full confidence in the Director continuing. 


Q The President immediately “decided"? Are you 
trying to explain there was no decision? 


Q Why the need for a decision? 
MR. SPEAKES: We're going at an awfully fine point 


here. They go in and say, "This has been raised against Casey," 
and he says, "I have no problem with that. I have full confidence 


in him." He said it again this morning. 
Q So he did make a decision? 
Q So there wasn't any discussion of whether Casey 


should leave? 


MR. SPEAKES: No, that's right. I think that 
clarifies it. 


Q What you've said on the record suggests that the 
President -- not suggests -- you have said definitely the President 
was informed about this matter. 


MR. SPEAKES: That's right. 


Q And said words to the effect that he has full 
confidence in Mr. Casey. 


MR. SPEAKES: Sure, that's right. 


Q And he sees no need to take any action. Now, 
that's a decision. 


MR. SPEAKES: Okay. 


Q I'm confused on the timetable of this review of 
Casey's disclosure form. In his original form that he filled out 
prior to his appointment, he disclosed the lawsuit that was 
pending. Now, you just said that this was reviewed by Fred Fielding 
and the President was briefed on it. But I didn't think Fred 
Fielding was on the staff as White House Counsel during the period that 
Casey's disclosure form was submitted. 


MR. SPEAKES: Fred Fielding came on board as a counsel 
in the transition shortly after the election and his entire job, 
his entire waking until going to bed hours, were spent in conflict 
of interest, and that was his job, that was what he was hired to do 
and he became Counsel on January 20th. 


Q And so in that role he reviewed this and 
you are saying he specifically briefed the President on the lawsuit 
aspect of this? 


MR. SPEAKES: I'm not sure he briefed him on the 
lawsuit. He decided that he was -- 


Q Earlier you said Fielding reviewed the file and 
the President was briefed on it. Now you're saying you're not 
positive that he was briefed specifically on the lawsuit. 


MR. SPEAKES: That's right. Fielding's job in the 
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transition was to supervise the preparation and completion of these 
forms, to review them, to interview the candidates for appointment 
by the President that were announced in the transition, and he did 
that in the case of Mr. Casey. He decided that there was no problem. 
I don't know whether he specifically mentioned this to the 
President-Elect at the time about a pending case, but in Mr. 
Fielding's opinion the nomination should go forward. It did. 

These matters were submitted to the Senate Committee. What the 
Committee elected to do, obviously they did not raise it in any 
great detail. 


Q They didn't raise it, period. 

Q You just said about three minutes ago that Fielding 
briefed the President. Now you're saying you don't know if he 
briefed the President. 


MR. SPEAKES: I'm saying I don't know if he briefed 
him on this matter. I think both of you guys have missed that. 


I've just said it. Helen was talking about the 
FBI report. They're talking about the disclosure forms. 


Q So if Casey goes, then Fielding goes too, is 
that it? 


Q He did brief him on the FBI report? 
MR. SPEAKES: Yes. 
Q And all of this was in the FBI report? 


MR. SPEAKES: I don't know. TI haven't seen the FBI 
report so I don't know. It was in the disclosure form, 


Q Who briefed the President on the case, on the 
court case yesterday? 


MR. SPEAKES: I don't know who it was. Probably 
Baker or Deaver or Meese. 


Q Did they read the court decision itself? 


MR. SPEAKES: No, I don't think they've read the court 
decision. We don't have that in hand yet. 
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7 Q And he has made his determination regarding Casey on the basis 
of news reports regarding the court decision? 


MR. SPEAKES: That is correct. 


Q You don't have the May 19th court decision in hand 
yet? 


MR. SPEAKES: Not in hand, We are getting it today. It is 
a long way to New York. 


Q Do the Hugel and Casey matters affect the performance 
of the Agency in the estimation of the administration? 


MR. SPEAKES: No, it does not in any way. 
Q. How are the black-bag operations going, all right? 
MR. SPEAKES: As far as I know. 


Q How is the O'Connor -- what was it about the meeting, 
anything that you can tell us? 


MR. SPEAKES: No, you saw it. They went back in the Oval 
Office and talked for a while. The reports from the Hill are very 
optimistic and we are very confident that she will be confirmed by 
the Senate and take her place on the Court. 

Q What about the F-16s? 

MR. SPEAKES: Nothing for you on that today. 


Q Did the President question her any further about her 
views on abortion or -- 


MR. SPEAKES: I don't think that came up. 
Q Let's follow up on Bill's question. Is it clear that 
there is going to be a decision made and announced on the F-lés before 


Friday? 


MR. SPEAKES: I am not certain before Friday, Sam, but -- 


Q Well, including Friday, if you will. 
MR. SPEAKES: ~~ before this delivery goes forward. 
Q Yes, but the 17th is the delivery date for six, is it not? 


MR. SPEAKES: Yes. 
Q And you have already said they are going. 


Q But you are already on record as saying there will be a 
decision before the delivery date. 


MR. ALLIN: We said, "we anticipate, we hope." 


Q Well, why waffle on it? I am just trying to see if there 
has been a change. ; 


MR. ALLIN: There is no change. 
Q Larry, getting back to the President's apparently exquis- 
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ite ability on the phone with Speaker O'Neill in three minutes to 
bring about this. There is another report that a spokesman from 

Moral Majority has said that they were very wrong to have opposed 
Judge O'Connor. This, too, is an astonishing turn-around, doesn't 

the White House think, or what? The President certainly apparently 
had a terribly persuasive power over the Reverend Jerry Falwell, did't 
he? Could you tell us about that? Was that three minutes, Larry? 


Q He just kicked him in the back side. 


MR. SPEAKES: I don't know how, that came about, Lester, but I 
have heard the statement and we note it with interest. 


Q Do you feel, in view of the fact that you have had such 
an effective triumph with the Speaker and with Falwell, that you 


might be able to somehow tone down the John Lofton write-up? 


MR. SPEAKES: You are not making any connection between points 
a, b, or c, Lester. 


THE PRESS: Thank you. 


END 11:45 A.M. EDT 
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